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Tre Rust brothers of Memphis, 
Tenn., have invented a mechanical 
cotton picker demonstrated by tests 
to be the first practical device of this 
kind. Eight of these machines have 
now been manufactured, most of which 
have been sent to Soviet Russia. The 
inventors, being men of social con- 
science, are going slowly in its domestic 
promotion for fear it will suddenly 
displace many thousands of persons 
now dependent for their livelihood 
upon manual labor in the cotton fields 
of the South. In fact, they offer a 
reward to anyone who can devise a 
method by which the mechanical picker 
can be used to benefit, rather than 
harm, the majority of those engaged in 
growing cotton. 

Need we shrink in fear from ma- 
chinery that saves human labor, gives 
mankind more leisure and reduces the 
cost of a basic material so that millions 
all over the world are able to buy more 
of it? If so, we might as well turn 


Cheaper Shirts for All 


away from the capitalistic system that 
has served us so well. If so, we might 
as well renounce change and progress. 

Will a mechanical cotton picker ruin 
the South? It should not be forgotten 
that an equally revolutionary inven- 
tion—the cotton gin—made possible 
the present great world cotton market. 
It displaced manual labor. So have 
other mechanical innovations intro- 
duced from decade to decade, including 
tractors. 

In the harvesting and threshing of 
wheat, the combine reduced labor by 
84 per cent, as compared with the 
binder and stationary thresher. This 
innovation did not ruin the wheat pro- 
ducing states. It lifted wheat farmers 
to a new high level of well being. 

We are prone to forget that the 
mechanization of agriculture in this 
country has virtually matched that of 
industry. Seventy-five years ago one 
person out of every six in the country 
was engaged in agriculture directly. 





Today it is approximately one out of 
every twelve. Our living standard has 
risen because man has learned how to 
produce ever more of the things he 
wants. That he can today produce 
wealth at ten-fold the rate of a century 
ago is due to his use of mechanical aids. 
Cotton is wealth. Do we want more 
of it, with less toil in the production 
thereof? 

No doubt it would be socially wise to 
introduce the cotton picker gradually 
through the normal commercial chan- 
nels, say over a period of five years; 
but to delay it unduly would retard 
social progress in the South, not pre- 
serve it. Men have a way of adapting 
themselves to changed conditions under 
economic compulsion. Pending such 
transition we see no reason why— 
through the medium of government— 
that portion of society which is bene- 
fited by the cotton picker should 
not assist those who are temporarily 
harmed. 
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Light for beauty... 
for sight-saving ... for 
protection and profit .. . 
forms an important part 
of Westinghouse’s many - 
sided service to industry 
and the individual. 


Serene against the evening sky 
stands the Washington Monument, 
its slender beauty bathed in clearest 
light. In New York harbor, flood- 
lighting lends nocturnal brilliance to 
another national landmark — the 
Statue of Liberty. Both were flood- 
lighted by Westinghouse. The art of 
“painting with light”—newest mani- 
festation of nationa] beauty-con- 
sciousness — has received inspiration 
from Westinghouse in these examples 
and many others. 

Such spectacular achievements 
serve merely to highspot the steady 
progress of lighting in commerce, in- 
dustry and the home. Westinghouse 
pioneering in this field dates from the 
World Columbian Exposition, which 
a quarter of a million Westinghouse 
lamps transformed into a fairyland 
of exquisite beauty. Today over a 
hundred million Westinghouse Mazda 
lamps a year are sold at prices that 
have moved steadily downward. Bet- 
ter lamps each year are putting 
better light and better sight within 
the reach of all. 


As a manufacturer of complete 
lighting equipment for all purposes, 
Westinghouse accepts every responsi- 
bility of leadership. In Westinghouse 
laboratories, skilled scientists are con- 
stantly seeking and finding new ways 
to expand the services of light to 
mankind. Westinghouse Electric & 
Manufacturing Company, East Pitts- 
burgh, Pennsylvania. 


50 YEARS OF ACHIEVEMENT 


* 





iat = 
“ ~~ a ge % 


ee : 


624 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 

















Theodore M. Knappen 


Laurence Stern 
Associate Fditors 


E. Kenneth Burger 
Managing Editor 


The Trend of Events 


IN his mid-year summation of 
the status of the Federal budget 
President Roosevelt gives us a 
somewhat improved fiscal picture. This encourage- 
ment, however, is like the strategy of a doctor who first 
tells his patient he has pneumonia in order to make him 
feel better later when it proves to have been merely 
influenza. 

The gross deficit for the present fiscal year, ending 
June 30, 1937, is now estimated at $2,097,000,000. This 
would compare with the three preceding New Deal 
deficits of $3,989,000,000, $3,575,000,000 and $4,764,- 
000,000, respectively, the last and largest figure having 
been swelled by the veterans’ bonus distribution. Allow- 
ing for statutory debt retirement, the net deficit for this 
fiscal year is estimated at $1,516,000,000. 

The improvement is due almost entirely to the in- 
creased revenues from taxes brought in by business 
recovery—not to any substantial curtailment of expendi- 
tures. Moreover, the estimated deficit of $1,516,000,000 
rests on the assumption that business activity will con- 
tinue without important relapse until next June 30. 
More important, it does not take into account the ad- 
mitted probability that the President early in 1937 will 
have to ask Congress for additional relief funds. The 
President’s expressed hope is that such additional ap- 


Why the Deficit 
Is Smaller 


propriation can be held under $500,000,000, but this 
will depend upon later surveys of relief needs. It may 
be more. 

To brighten the picture still further, the President 
states that the national debt during the present fiscal 
year will increase by only $410,000,000. This will be 
brought about by utilizing $1,006,000,000 of cash now 
held in the Treasury’s general fund. In other words, 
there will be less borrowing this year partly because 
last year the Treasury borrowed more than it needed. 
Even so, taking the minimum estimate, the Govern- 
ment’s debt on June 30, 1937, will be the quite respect- 
able figure of $34,188,000,000 or some $8,000,000,000 
more than the debt we incurred in fighting the famous 
war to end war and preserve democracy. 


WHEN management decides to aban- 
don important plants or to shift opera- 
tions from one locality to another 
rather than submit to organized labor demands, some- 
body is at fault. It may be greedy and unwise labor 
organizers. It may be bull-headed, reactionary manage- 
ment. Everybody loses. To abandon a plant or move 
it costs money, which comes out of the pockets of the 
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stockholders. On the other side it means loss of jobs, 
reduced local trade and an increased local relief burden. 

Recently the Remington-Rand Corp. announced per- 
manent closing of its factory at Norwood, Ohio; and 
the Standard Spring Steel Co. did the same with its 
plant at Pittsburgh. In both instances management was 
influenced by the cost resulting from violent picketing 
methods of strikers as well as by the wage and hour 
demands. As this is written a large New York City 
printing firm with a payroll of $1,700,000 a year has 
announced it can no longer meet the union wage scales 
effective in this locality and compete successfully with 
printers having the advantage of a lower scale in Chi- 
cago and other interior cities. Because of labor mili- 
tancy, rubber manufacturers at Akron, Ohio, are taking 
active steps to move part of their operations elsewhere. 

This growing “run-away” tendency is a serious threat 
to the prestige of union leaders. Men who have lost 
their jobs because of the excessive zeal of their leaders 
are not likely to respond kindly to future agitation of 
professional organizers. What is needed in many such 
instances, however, is more enlightened policy on both 
sides. Strikes are rare against companies which for 
years have regarded the development of friendly labor 
relations as an essential task of management. They are 
almost unknown among companies which have utilized 
reasonable profit-sharing plans under which workers not 
only have a special incentive to give their best but are 
much more likely to acquire an understanding of the 
company’s problems. Some labor leaders, of course, are 
both greedy and stupid—and will see the light only 
when they have killed the goose that laid the golden 
eggs. Against such as these the most humane manage- 
ment has no recourse except to shut down or more to a 
more favorable community. 


IN coming weeks the favorite indoor 
sport of millions of citizens will be exam- 
ination of and argument over the various 
political polls taken at frequent intervals to show the 
trend for or against Mr. Roosevelt, for or against Mr. 
Landon. Only in comparatively recent years have the 
leading national polls been perfected. Maybe they will 
have to be perfected further after November, for the 
past four national elections have been landslides such 
as even an inaccurate poll would foreshadow. 

Nevertheless strong trends of public opinion un- 
questionably are reflected by sample polls carefully taken. 
Unusual significance, therefore, attaches to a recent 
poll made by the American Institute of Public Opinion 
because it was devoted not to the close question of who 
will be President but to finding out why those who have 
turned against Mr. Roosevelt since 1932 have felt rea- 
son to do so. More than 20,000 voters in all sections 
of the country and from all walks of life took the 
trouble to answer. Very few had anything to say 
about such “issues” as the tariff, N R A, “Roosevelt 
dictatorship,” A A A, “broken promises” or American 
principles—but the great majority denounced lavish 
Federal spending. 

We can think of no reason to doubt the accuracy of 
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this particular sample of American public opinion. If 
it is correct, the politicians in both camps are wasting a 
huge amount of words debating issues that leave the 
voters cold. If it is correct, Candidate Landon will be 
wise to concentrate largely upon denouncing Federal 
extravagance and promising economy. By the same 
token Candidate Roosevelt should vigorously defend 
past spending and promise future economy. We voters 
are hopeful souls! We continue patiently to await the 
day when some elected official will actually carry out his 
campaign promises. 


A North Dakota newspaper has 
given the country a chuckle by prov- 
ing that a drought photograph widely 
publicized by Mr. Tugwell’s Resettlement Administra- 
tion was a “fake” in that a withered steer’s head served 
as a “prop” in several different pictures at several dif- 
ferent locations. Similar pictures suggestive of drought 
could be taken in North Dakota in any year, the news- 
paper pointed out. 

For our part, we believe Mr. Tugwell’s photographers 
should have a certain professional license. Drought 
would be a nebulous thing if it were not dramatized. 
Even newspaper headlines are almost forced to exag- 
gerate a subject like drought to make it interesting— 
but the photographer in this case must be condemned 
for ineptitude. He should have used this particular 
“prop” of the steer’s head only once, because the mark- 
ing under the left eye gives the hoax away. 

Unfortunately, we can find no humor in the drought 
—beyond this intriguing incident. Secretary Wallace 
himself says it is the worst we ever had, even allowing 
for recent rains in many areas. The initial effect is 
actually to raise cash farm income, for higher prices 
induce an unseasonally large movement of grains to 
market and marketing of meat animals likewise is un- 
seasonally high because of poor pasturage and high 
prices of animal feeds. These abnormal factors partly 
explain why cash farm income in July was the highest 
since July, 1929, the estimated total being $735,000,000 
as compared with only $470,000,000 in July, 1935. 
Some of this is income borrowed from the next few 
months, when farm products marketed will increase less 
than seasonally as curtailment of crops brought about 
by drought becomes more manifest. The real pinch in 
a rising cost of foods, especially meats, will not begin 
to be felt until after the turn of the year. It will not 
be a favorable business factor, for high cost food for 
millions of families means less money for purchase of 
manufactured products. 


The Steer’s 
Left Eye 


The Market OUR most recent investment advice 
Prospect will be found in the discussion of 

the prospective trend of the market 
on page 628. The counsel embodied in the feature 


should be considered in connection with all investment 
suggestions, elsewhere in this issue. 
Saturday, September 5, 1936. 
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Steel Puts Depression Behind 


By LauRENCE STERN 


In the spring of 1933, even after the economic cycle had 
turned strongly upward, a prominent and respected national 
observer expressed to us the gloomy opinion that it would 
be ten years before the steel industry recovered a volume of 
business sufficient to utilize 60 per cent of its production 
facilities. 

Strange are the illusions of depression! At that time 
consumption goods were enjoying a largely exclusive re- 
covery. The heavy industries remained deep in the slough 
of deflation. From what sources could there arise any big 
demand for steel? Was not the industry, and particularly 
the largest corporation in it, notoriously overbuilt? 

Such was a common outside view—not held by steel men. 
These—incorrigible bulls on America and steel—observed 
the faint trickle of returning demand, pricked up their ears 
and began to build new and better mills! They believed 
there would be a full economic recovery in this country, 
whether slow or fast, as there had been after every previous 
depression. They knew there could be no recovery in an 
industrial civilization without a recovery in steel. 

Today, only three and one-half years after the above 
pessimistic long range forecast was made, the steel industry 
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is operating at 73 per cent of capacity. With allowance for 
a substantial expansion of production facilities since 1929 
and especially during the past two years, this is equivalent 
to fully 80 per cent of 1929 capacity. Nor is this a flash in 
the pan, a brief upturn soon to be snuffed out. Throughout 
1936 to date the industry’s plants have been engaged at an 
average of approximately 68 per cent of present enlarged 
capacity. As this is written the plants of the United 
States Steel Corp., more vitally interested in heavy steel 
products than any other manufacturer, are working at 69 
per cent of capacity. There has been no summer recession 
in steel thus far and the time of normal seasonal expansion 
in autumn is drawing near. 

The accompanying graph pictures the strong recovery in 
this most important of basic industries. From present evi- 
dence the production of steel this year will approximate 
82 per cent of the 1929 peak. Yet demand from construc: 
tion, the railroads and the utilities is still depressed and a 
new era of industrial expansion still lies ahead. Long- 
range predictions are dangerous—but now we will venture 
one. Steel will reach a new high and it will not take ten 
years. 
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The Market Between Now 


and Election 


By A. T. MiLier 


As measured by average prices the past fortnight 
has seen a week of rally from the mid-August reaction, 
followed by a week of sidewise drifting which is con- 
tinuing as this is written. Yet within this apparently 
indecisive movement every recent day has seen from 
twenty-five to fifty common stocks reach new highs 
for the year, against only a_ half 
dozen new lows. 

The external news has been gener- 
ally favorable, if not spectacular. : 
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Business gains in most lines have been 
maintained and in some have been ex- - 
tended. The fact that we have 
entered September without any 
semblance of the usual summer reces- 
sion testifies strongly to the vitality 
of the year’s recovery trend, which 
apparently as yet is unaffected by nr —_—_—_——=—=— 
certainty centering in the coming na- 
tional election. There has been some 
lessening of the European tension 
which contributed to reaction in Au- 
gust and war fears, however justified, 
have been relegated from imminent to 
merely background consideration for the time being. 

Increasingly political polls have become a factor in 
the fluctuations of short-term market sentiment. In 
the third week of August reports that one of the more 
widely followed polls would show a gain for President 
Roosevelt combined with the European war scare to 
give the market a sudden chill and the sharpest one- 
day reaction in many months. Since then two 
other polls showing gains for Governor Landon have 
played a part in producing market rally. 

More and more the fact is brought home that our 
modern regulated stock market is subject to abnorm- 
ally violent day-to-day swings induced by the impact 
of external news developments. More and more it is 
emphasized that as long as the fundamentals of eco- 
nomic and financial recovery remain favorable, the 
only practical course for the trader is to ignore short- 
swing reversals—which no longer necessarily have 
their former technical significance—and rely upon the 
twin foundation of patience and careful selection. 

For a long time it has not been possible in this mar- 
ket to make money merely by timing commitments in 
accordance with the averages. On the average the 
market is far higher now than it was three years ago, 
but one need not look far to find a surprising number 
of stocks—especially in the consumption goods class— 
which either have not bettered the top price reached 
in July, 1933, or which have made but modest prog- 














ress. Conversely it may be noted that numerous equi- 
ties have reached new highs of recovery in recent 
months, yet the MAGAZINE OF WALL STREET'S index 
of 295 stocks—reflecting 90 per cent of the market's 
activity—is now a trifle lower than it was nearly seven 
months ago in mid-February. 

It may be argued that an average 
so broad is not sufficiently sensitive to 
be a useful short-swing tool in techni- 
cal consideration. That may be true 
so far as the week-to-week fluctuations 
in the average movement are con- 
cerned, but the readers of this article— 
especially under today’s conditions— 

EM will not profit by week-to-week trad- 
ing in and out of their commitments; 
and if they prudently concern them- 
selves with the longer swings it will 
be observed that this inclusive average 
is a much more reliable indication of 
what is really going on than the sensi- 
tive indexes made up of a limited 
number of prominent stocks. Thus, 
one will observe by examination of 
the accompanying chart that for about five weeks in 
the early spring this index showed a flat spot suggest- 
ing speculative caution as to the next “break-away” 
from the then prevailing trading range. Reaction in 
April proved that period to have been one of consider- 
able distribution. Incidentally, it may be added that 
throughout the year 1929 this index showed not a 
dynamic bull market but a broad turning movement. 

The point of immediate interest is that, despite a 
remarkably broad business recovery and huge advance 
in the aggregate of corporate earnings, here we have 
295 stocks, accounting for the great bulk of the mar- 
ket’s activity, which on the average have made no 
progress in seven months. This is not a statistical 
peculiarity of the index, for it will be noted with a 
glance at our chart that the same index faithfully re- 
flected the persistent and more general advance in 
1935. 

From this chart formation of the past seven months 
one can draw only two reasonable inferences. First, 
the general bull market may be topping out, despite 
further advance in numerous issues. We do not ac- 
cept that inference, for we are confident that the eco- 
nomic fundamentals now at work point to substantially 
further long range business recovery, led by the heavy 
industries. The only remaining inference is that we 
have had a rather long interlude without significant 
change in the average trend of stock prices and that a 
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Careful selection and concentration upon the longer swings 
continue to be the keys to trading profits. We expect little change 
in the general trend before election. The longer range business 


prospect remains preponderantly on the bullish side. 


new phase of the bull market awaits some fresh and 
broad stimulus. We adhere to this view. 

So far as concerns the immediate setting, it is quite 
likely the results of the Maine election on September 
14 may set off a market rally. We doubt very much, 
however, that the market trend will break significantly 
out of the trading range of recent months—either up 
or down—between now and the election early in 
November, unless the drift of political sentiment as 
reflected in the polls should in coming weeks forecast 
the result of the election much more confidently than 
can be done today and, of course, barring a major 
European upheaval. 

We are hopeful that fresh vitality will be generated 
in the market after the election and we believe there 
are fundamental, psychological and technical grounds 
for such optimism. In appraising fundamental factors 
we rely on the self-generating momentum of economic 
recovery, on the fact that the all-important capital 
goods industries are still far below normal activity and 
on the certainty that no deflationary changes in the 
monetary and credit factors will occur for an indefin- 
ite time, regardless of the outcome of the election. 
Psychologically, the election will end a period of 
political uncertainty and bring to fruition many in- 
dustrial projects now held in abeyance. Whatever its 
outcome, the utilities will have to begin buying equip- 
ment in considerable quantity because consumption of 
electricity, already at a new all time high, will cer- 
tainly rise still further during the fourth quarter. In 
the event that the election resolves some of the fear 


now entertained by this industry, it would probably 
revert promptly to its former practice of spending 
some $750,000,000 a year in expansion. That, added 
to the continuing recovery in railroad equipment, in 
machinery utilized in industrial modernization and 
expansion and in construction, will mean a further 
step forward in our general recovery. Revival in 
these fields is peculiarly important in relation to in- 
creasing employment. 

Technically, a fresh wave of confidence among in- 
vestors and speculators will find a great many stocks 
responding all the more readily because of the long 
consolidating phase experienced since last spring. 

Regardless of the general market trend ahead, how- 
ever, we believe strongly that shrewd selection will 
continue to be the key to profits both for the investor 
and trader. Specific recommendations are made else- 
where in each issue of this publication. As a general- 
ity, it is our confident belief that the most attractive 
equity appreciation will be had in heavy goods indus- 
tries which are still below normal activity and in 
stocks of corporations which have experienced only a 
partial earnings recovery. Durable goods industries 
are still 60 per cent under the level of 1930 in earning 
power and still further under 1929 profits. 

As for the current business trend, we appear des- 
tined to slide into the seasonal upturn of the autumn 
without any pause worthy of consideration—the first 
time in many years that summer let-down has been 
escaped. In trade and industry, it is going to be the 
most prosperous autumn since 1930. 
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~~ President Alfred P. Sloan, of General Motors, Warns 
That Business Must Watch Its Step. Why? 










































Last July 29, Alfred P. Sloan, Jr., president of General 
Motors, sailed for Europe. He was quoted by ship’s re- 
porters as remarking that the current era of prosperity being 
enjoyed in the United States was artificial and that the false 
boom held many dangers. “We must watch our step,” said 
Mr. Sloan. Just one week later on August 5, Chevrolet, the 
most prolific of the General Motors family, announced that 
the 1,000,000th 1936 model was off the line. Call it arti- 
ficial if you will, but there is something heartily concrete 
about a million Chevrolets. 

If it is possible to intensify a paradox, this one was in- 
tensified by later developments. On August 27, Mr. Sloan 
returned from Europe. He foresaw that all would continue 
well for awhile, but went on to say: “After 1937 the trend 
will depend upon how things are managed. We must 
balance the budget and we cannot 
continually increase taxes.. We 
must put our house in order, for 
if we don’t we will have a severe 
reaction.” Yet, coinciding with 
Mr. Sloan’s forebodings as to the 
more distant future, General Mot- 
ors announced its intention of build- 
ing a new branch assembly plant at 
Linden, New Jersey, to cost $5,- 
575,000 and to have a normal ca- 
pacity of 120,000 cars a year. Why, 
if Mr. Sloan fears for the future, 
is his company topping off a $50,- 
000,000 expenditure on plant ex- 
pansion and rehabilitation with a 
new plant at Linden? It just doesn’t 
make sense. 

Neither does it make sense that 
there should be a constant stream 
of corporate statements showing im- 
proved earnings, a mounting flood 
of dividends and at the same time 
that there should be unmistakable 
evidence that businessmen and even 
little stockholders almost to a man 
are bitterly opposed to the Admin- 
istration under which these things 
are happening. To be consistent in 
the face of rising profits and larger 
dividends, business should be look- 
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a Is Our Present Position Artificial or Can Industry 


Generate its Own Momentum From This Level? 


Putting Recovery to the [est 


By Henry L. BLackBuRN 


ing to the future with the greatest optimism. But this is not 
the case. Business is behaving in anything but a normal 
manner: it is garnering its present profits with crossed fingers 
and spends much time dwelling on future disaster—of which 
at the present time there is not the slightest concrete sign. 

Yet, even though there be no concrete sign of disaster to 
come, business obviously must have some reason for believing 
it a possibility. And the reason is this: business fears lest 
our recovery be temporary, lest it be merely something gen- 
erated by government spending and deficit financing that 
will evaporate as soon as the spending and borrowing ceases. 
This is what Mr. Sloan meant when he referred to the cur- 
rent prosperity as “artificial.” 

Without questioning in anyway Mr. Sloan’s soundness or 
his sincerity, is this attitude wholely justified: does it not 
perhaps stress one aspect of the cur’ 
rent recovery and ignore others 
that clearly have some weight? 
Many are of the opinion that the 
“natural forces” of recovery are 
strongly at work. It is their con- 
tention that after a country has 
passed through such a depression as 
this country passed through between 
1930 and 1932 there is gradually 
built up an enormous potential de- 
mand for goods of all kinds and 
that, following such a period, some 
thing invariably happens to change 
the potential demand into an actual 
demand. They go on to make the 
point that, in this particular case, 
Government spending, its under- 
writing of the real estate market, 
its aid to banks and other similar 
actions may have acted as the de- 
tonator, but if these had not done 
so, something else would have come 
along shortly and had the same 
effect. After all, they say, and 
with considerable justification, no 
depression in the United States 
ever lasted indefinitely and there is 
no reason to suppose that the one 
between 1930 and 1932 would 
prove to be the single exception. 
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Certainly there is something to be said in favor of such 
arguments. No more than personal observation was required 
© to show that in 1932 the United States was becoming shabby. 
© New cars were scarce, houses lacked paint and we all began 
q to hear of cases where dwellings that had previously housed 
Sone family began to shelter two or more. If one wanted 
© to dig a little into figures, there was unmistakable confirma- 
tion that the country was not being kept up in anything 
like its old style: it was, indeed, being sadly neglected. 
"Railroads were spending on maintenance but a fraction of 
‘the sums previously spent; industrial corporations reported 
Slashed depreciation charges; power company expenditures 
© for new equipment dropped to a minimum. 

There was, however, still purchasing power in the country. 

Bank deposits, despite drastic shrinkage were not wiped out 
‘entirely. It was necessary, of course, that the Government 

take some action to prevent a continuance of the run on our 
" banking institutions but, having once done this, certain it is 
"that the time would have arrived shortly when those still 
left with purchasing power would have had to use it. It 
is the contention of those who see the present recovery as 
motivated primarily by “natural” forces that governmental 
action merely coincided, or at the most slightly anticipated, 
| these “natural” forces. 

Yet, however much this argument may appeal, one cannot 
logically ignore the great part played, directly and indirectly, 
by the Government in the business improvement of the past 
four years. It can be shown irrefutably that there are aspects 
to the present recovery that were non-existent in past periods 
of recovery. It is possible, for example, to go back to 1877 
and show that in no case did the upturn from a major de- 
pression take place without a marked increase in bank loans. 
Yet, today, total loans and discounts of reporting member 
banks are between two and three billion dollars less than 
they were four years ago. How then is the present recovery 
being financed? It is being financed by the Government. 
The public debt of this country has increased more than 
$14,000,000,000 over the past four years. The Government 
has borrowed this money and injected it into the business 
stream, where it has naturally acted to increase the power 
to purchase everything from automobiles to common stocks. 
In past periods of recovery from a major depression there 
was a clearly defined tendency to contract the public debt. 


Financing by Sale of Securities 


The last boom, or the period between 1921 and 1929, wit- 
nessed rather a novel variation in its financing. Instead of 
business obtaining its accommodation from the banks as had 
been customary in the past, the funds were largely obtained 
directly from the public by the sale of securities and these 
in turn were pledged with the banks for loans. So, there 
was a great increase in brokers’ loans and loans on securities 
to individuals. It even reached the point where companies, 
having obtained so much money from the sale of securities 
that they had no immediate use for it, made this money 
available again for such purchases by having the bank act as 
their agent in making loans on other securities. 

There is, however, nothing of this kind taking place today. 
Relative to the gains made by the stock market, the gain in 
brokers’ loans from a low of $250,000,000 to the present 
kvel slightly in excess of $900,000,000 is negligible. Else- 
where in this issue will be found graphs showing the trend 
of new capital flotations over the past few years. Although 
gaining, the $1,068,000,000 in new capital raised by corpora- 
tions on securities in the four years 1932/1935 is hardly 
more than a tenth of the amount raised in the four years 
1921/1924— it is only slightly in excess of the $941,000,000 
taised in the one year, 1928. 

Thus, it is necessary to rule out, as the main source of fuel 
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in the present recovery, bank loans, brokers’ loans and the 
direct sale of securities to the public. Necessarily, therefore, 
most of the fuel was provided by the Government. At this 
point someone is certain to remark that if the Government 
through its deficits financed the recovery, it is useless to bring 
in the question of natural forces.” 

On the face of it, this appears to be unanswerable. But 
suppose that this were true: recovery was overdue in 1933 
and, assuming as satisfactory a solution of the banking prob- 
lem as was actually found, the tide was turning and would 
have continued to turn regardless of governmental largesse. 
If this were the case, the increased business activity would 
have been financed, as in the past, by the banks and loans 
would have started to rise. Under such conditions it is 
possible that the recovery movement would have been a 
little slower than that which we have experienced actually, 
although it is to be remembered that had we let the cure 
work out along old-fashioned lines there would have been no 
such retarding factors as N R A, the two security acts and 
all the other legislation with which government has hampered 
business while at the same time stufhng it with funds. In 
other words: why is the present improvement in business 
not largely the result of “natural forces,” using as fuel the 
credit of the Government instead of the credit of the in- 
dividual? Is there, indeed, anything sacred in the classical 
economic opinion which holds that recovery is sound if 
financed by individual borrowing, but absolutely unsound 
if financed by governmental borrowing? 


Credit System Changing 


Our credit system is not immutable: it is changing as is 
almost everything else. It is very much to be doubted 
whether banks ever again will have the commercial loan 
volume formerly available to them. For one thing, there 
are so many large corporations with enough money to finance 
themselves and, if they have not enough money, then sad 
indeed must be the state of the company when stockholders 
cannot be induced to put up more capital when they are 
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offered “valuable rights.” For another thing, there is the 
sensational manner in which the extension of credit to the 
consumer continues to grow: the two largest companies in 
the field will discount between them about two billions of 
installment paper this year. If this represented the whole 
extent of installment buying, it would be an important sum, 
but there are literally scores of companies in the field: banks 
have even entered it. How much of the present business 
activity can be attributed solely to installment selling no one 
knows, but unquestionably its role is an important one. 


Why Distrust of Recovery? 


Having demonstrated that the credit habits of a people 
can change, let us return to a consideration of the distrust 
in which the majority hold business improvement that has 
been financed by governmental borrowing. Does this dis- 
trust spring from the fear that the Government will overdo 
it? If it does, then it can be pointed out that private in- 
dividuals and corporations can also overdo their borrowing: 
in fact that past history shows that this invariably happens 
and that there is invariably a crash following a private 
credit debauch. It is true, of course, when the credit jag 
is a private one that the reckoning comes while the conserva- 
tive minority still have something left, but that the ruin of 
governmental credit spells countrywide ruin. Even so, the 
question of ultimate crash has become one of degree rather 
than kind. 

Perhaps those fearful of the Government’s deficit do not 
look as far ahead as the finality of utter inflation; perhaps 
most of them merely see the part played by Federal spending 
in the current business upturn and fear that it will stop 
shortly and result in a return of depression. In this con- 
nection there are two points to be considered: (1) Whether, 
indeed, there is any reasonable prospect of a stoppage in 
Federal deficit spending; and, (2) If there were ,whether the 
current recovery in business would be halted in its tracks. 

The first of these points can be settled at once; there is not 
the slightest practical chance of the Federal budget being 
suddenly balanced in the near future. President Roosevelt 


has just forecast a gross Federal deficit for the fiscal year 
1936/1937 of $2,097,000,000. This was almost a billion 
larger than was made in a prediction last January. On the 
other hand, if there is no chance of the Federal budget being 
suddenly balanced in the near future, there is a chance that 
we shall shortly commence working in earnest towards such 
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an end. We do not believe that even Mr. Landon, should f 
he be elected, will be able to do more than this. The second ff 


point then becomes one of whether a gradual cutting down 
of the Federal Government’s deficit would have a correspond. 
ingly dampening effect upon business. 

There are a number of reasons for believing that the 
adverse effects upon business of sounder finance in Wash 


ington would be negligible; in fact, serious attempts to f 


balance the budget might result in a “confidence inflation” 
on the part of the business public. It is to be remembered 
that an upturn in business, no matter how it started or who 
is financing it, always generates terrific momentum. It was 
in the winter of 1928 that the banking authorities first put 
all their weight on the brakes to the stock market boom, but 
it was not until a year later that they worked. So with 
business recovery, particularly when the recovery obviously 
has made so few inroads into the ravages of depression. 


Today, after more than three years of improving business, f 


the railroads of the country are only just reaching the point 
where they can buy appreciable quantities of rolling stock 
and can adequately maintain their tracks. Ast one time we 
were not even building enough homes to replace those de- 
stroyed by fire, to say nothing of the replacements necessary 
on account of old age and obsolescence and the homes needed 
because of an increasing population. Though building has 
picked up sharply on a percentage basis, it is still far below 
a normal amount, even discounting by 50 per cent or more 
the official estimates that this country should build well over 
a million homes a year for the next ten years. Or, take the 
public utilities: persecuted by the Government, companies in 
this field have been spending an absolute minimum on new 
equipment. In the meantime, the output of electric power 
has been establishing new high records—higher even than 
1929. No, all the talk of business recovery to the contrary, 
it is quite evident that business in actuality has not gone very 
far as yet. 


“Confidence Inflation” Possible 


The fact that our present position in the recovery cycle 
really lies so near the start, makes a “confidence inflation” 
all the more likely in the event that Washington begins to 
put its financial house in order. It must not be thought that 
just because the Government stops spending borrowed 
money that the lifeblood of industry will be choked auto 
matically. This is far from the case; the banks are just 
glutted with money for which they can find no o 
cupation. Individuals are in a similar state and 
their efforts to discover investments that yield them 
an income as good as that to which they had been 
accustomed is often pitiful. Thus, if the Govern 
ment stopped spending, any subsequent recession in 
business on no account could be held to have o 
curred for want of credit. As a matter of fae 
under such conditions any minor recession that did 
take place in all probability would be merely for 
psychological reasons; a few speculators perhaps 
would lighten their lines. 

Let us suppose that the course of future events 
actually is that the Government gradually stops 
spending more than its income and that the stimu’ 
lation provided business from this source is replaced 
by the stimulation provided by an expansion of pti’ 
vate credit. Will this automatically make the bust 
ness recovery sound, rather than artificial; will it 
automatically whitewash the admittedly artificial 
flavor to the recovery already registered? Probably 
it would, although it would be no guarantee that 
the private expansion of credit would not go t 

(Please turn to page 679) 
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Today’s Investment Problems 


and How to Meet [hem 


For Safety » For Income + For Appreciation 


By J. 5S. Witiiams 


By far the most important objective of any investment 
undertaking, whether large or small, is the premanent secur- 
ity of the principal sum. Any other considerations, such as 
income or increment, are distinctly secondary. These are 
basic truths, with the virtue of simplicity. Yet the most 
obvious things are the most frequently overlooked and lost 
sight of, a natural weakness which may all too often lead 
to disastrous consequences when it crops out in investment 
judgment. Investment losses may result from poor judg- 
ment, inadequate information, greed and numerous other 
causes, to say nothing of unforeseen conditions which are 
beyond the control of an individual. But it is no idle pre- 
sumption to state that the effects of all of these may be 
greatly mitigated by strict adherence to the principle of 
“Safety First.” 

Unfortunately, however, it is not possible to devise a 


' simple code of rules applicable to every investor. There are, 


of course, certain fundamental principles by which the 
character of a specific security may be ascertained but 
whether this same security would be a safe investment for 
Mr. Brown and Mr. Jones alike would have to be determined 
by a fairly intimate knowledge of their financial affairs and 
personal requirements. Mr. Brown might well afford to 
accept a $20,000 loss, while to Mr. Jones a $2,000 loss would 
be a very serious contingency. In other words, while Mr. 
Brown and Mr. Jones are, or should be, equally concerned 
as to the safety of their money, the former is in a position, 
if he cares to do so, to assume investment risks which should 
have no place in Mr. Jones’ plans. Adequate investment 
safety does not require that funds be kept in a savings bank 
or a safe deposit vault, excellent though these mediums may 
be under certain conditions. Adequate investment safety 
does require that the investor determine for himself a feasible 
objective and then attempt to achieve it in the most con- 
srvative manner—not over night and not without sustained 
efort on his part. 

There are many individuals who believe themselves to be 
Conservative investors in the strict sense of the word, while 
actually nothing could be further from the truth. They will 
asure you that they are concerned only with the safeguard- 
ing of their funds against the ravages of speculation and risk 
and in almost the same breath inquire whether you think 
XYZ Aircraft is good for ten points. Such individuals can- 
hot resist the temptations of a rising stock market and are 
always searching for the impossible—a safe speculation. 

ey feel that when their speculative undertakings turn 
out unprofitably, that the fates, or some more tangible 
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force have deliberately conspired to defeat their aims. 

Fortunately, however, there are still large numbers of bona 
fide investors who are seriously endeavoring to conduct 
their investment affairs in an orthodox fashion. That, under 
present conditions, they find themselves very much in a 
quandary is no fault of theirs. It has become necessary to 
make provisions in an investment program for possible con- 
tingencies which, if not actually unheard of a few years ago, 
seemed very remote indeed. Some of the more damaging of 
these contingencies may never materialize, but so long as 
their specter is lurking in the future, threatening the ful- 
fillment of investment plans, the conservative investor must 
provide the necessary safeguards. In doing so, he is almost 
certain to find that somewhere along the line it will become 
necessary for him to make some compromise with his own 
conceptions of a conservative investment program, whatever 
they may be. 

The first of a series of compromises will arise when the 








J . 
Investment List for Security and 
Income 
Bonds 
Call Recent Current 
Issue Price Price Yield 
Atlanta & Charlotte 
| rere NC 111% 4.4 
Erie R. R. 
oO | NC 10414 8.7 
Lake Shore & Mich. So. 
oe Se NC 104 3.3 
N. Y. Central & H. R. R. R. 
oe | So”. NC 106 3.7 
Peoples Gas Light & Coke 
1st & Ref. 4s, 1981........ 105 98 4.1 
Texas Electric Service 
SOE BOOS oe iciccine ss caces 105 104 4.8 
Western Union Tel. 
Fdg. & R. E. 44s, 1950.... NC 107 3.9 
Preferred Stocks 
Call Recent Yield 
Issue Price Price % 
American Bank Note (3)........ NC 70 4.3 
Consolidated Oil (5)........... 105 106 4.7 
Firestone Tire & Rubber (6).... 105 104 5.7 
North American Co. (3)........ 55 57 5.2 
Public Service of N. J. (6)...... NC 122 4.9 
Union Pacific (4). ........2.... NC 97 4.1 
United Gas Improvement (5).... 110 111 4.5 
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Medium Grade Issues for Income and 
Price Appreciation 
Bonds 
Call Recent Current 
Issue Price Price Yie! 
Baltimore & Ohio - 
oe ae 107% 100 6.0 
Empire Oil & Ref. 
o> Se 102 87 6.3 
Erie R. R. 
Ref. & Imp. 5s, 1967....... 105 86 5.8 
Federal Water Service 
5lés, 19 SEIS vaio Bw Hk 10634 92 5.9 
General Steel Castings 
| | ae 105 89 6.1 
Illinois Power & Light 
7 ae 102'¢ 97 5.6 
International Paper 
Se 105 91 6.6 
Philadelphia Rapid Transit 
SOC, U8, BOOR... co... ss 105 96 6.2 
Purity Bakeries 
| So | 105 98 5.1 
Preferred Stocks 
Call Recent Yield 
Issue Price Price % 
Amer. Smelt. & Ref. (6% 2nd). . 105 107 5.6 
Brooklyn-Manhattan Trans. (6%) 100 104 5.7 
Colgate-Palmolive-Peet (6%)... 10214 102 
Columbia Gas & Elec. (6% A). 110 106 5.8 
Electric Bond & Share ($6)... .. 110 84 TA 
Houdaille Hershey ($2.50 A)... . 45 41 6.1 
New York Steam ($6 B)........ 105 99 6.1 
Republic Steel ($6 Prior)....... 110 97 6.2 
Square D ($2.20 A)............ 35 33 6.6 
Tidewater Assoc. Oil ($6)....... 105 105 5.7 
Common Stocks 
Recent Yield 
Issue Price Dividend N% 
Acme Steel.......... eke es 65 3.00* 4.6 
American Tel. & Tel........... 175 9.00 6.1 
American Tobacco “B”......... 102 5.00 4.9 
Borg-Warner.............. ; 78 3.00* 3.8 
Chesapeake & Ohio........... 67 2.80 4.1 
TS 114 6.507 5.7 
Commercial Credit............ 80 4.00* 5.0 
Eastman Kodak............... 177 5.00* 2.9 
General Motors............... 66 3.00} 4.5 
Hazel Atlas Glass.......... ; 105 5.00* 4.7 
Hercules Powder............. 115 5.00 4.3 
kt See oe 87 4.00* 4.6 
National Distillers............ 30 2.00 6.6 
Dre ND on ob ko wes ee suceae 91 3.00 3.3 
Phillips Petroleum...... Se 42 1.00* 2.4 
Stenting Prodacts.............. 73 3.80 5.2 
eee ee 87 3.00 3.4 
Westinghouse Elec. & Mfg...... 140 4.00 2.8 
eee 54 2.40 4.4 
} Paid this year. * Plus extras. 

















investor considers the bond section of his portfolio. Bonds 
have long been regarded as the most conservative of invest- 
ment vehicles, although it is hardly necessary to point out 
this distinction must be reserved for only the highest grade 
issues. There are all types of bonds ranging from gilt-edge 
issues to issues which are radically speculative. In this dis- 
cussion, however, we are concerned only with the higher 
and medium grade issues. 

The writer strongly feels that only the best grade of bonds 
should be selected for investment consideration. In other 
words, if a choice of bonds is indicated, buy a strong bond. 
Convertible bonds, bonds with stock purchase warrants at- 
tached and issues of doubtful investment ranking appeal to 
many investors, and admittedly may frequently prove a 
profitable undertaking. But the average investor in a posi- 
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tion to acquire issues of that type can readily gratify hi 
tastes by the purchase of speculative stocks. 
hears the point made that convertible bonds, for instance, 
provide all of the protective features of a bond plus the 
speculative possibilities attendant upon its convertible fea. 
ture. This is a misleading conception. Once the convertible 
privilege becomes valuable the investor’s risk is, for all 
practical purposes, the same as if he held the shares inty 
which the bond might be convertible. If the convertible 
feature is nonoperative the investor has no more advantage 
than if he were holding a more orthodox bond. 

There is probably no more perplexing investment dilemma 
today than the one which confronts the individual who has 
painstakingly built up a backlog of sound bonds. During 
the long months of the depression, the investor whose port 
folio contained a preponderance of gilt-edge bonds enjoyed 
high degree of security and uninterrupted income, uv 
shared by the less fortunate owners of second grade bonds 
and common stocks. 

Since the advent of business recovery, however, as if in 
response to some law of retribution, holders of high grade 
bonds have been sorely disturbed. In 1933 there was the 
inflation scare, threatening bondholders with drastic losses 
Next, as inflation fears subsided somewhat, the Government 
embarked upon policies which forced interest rates to un 
precedently low levels. 


The Problem of Low Interest Rates 


Corporations lost no time in taking advantage of this lat 
ter situation and promptly undertook the refunding of out 
standing funded debt with new bonds bearing a lower rate 
of interest. Bondholders had a choice of turning in their 
bonds for redemption and accepting the new issue, with a 
consequent loss of income, or replacing called bonds with 
other issues bearing the same coupon rate. Naturally, seek 
ing means by which their money would earn as much 
possible, investors often have attempted to follow the latter 
alternative. This, however, is a policy which if pursued to 
any great lengths is almost certain to lead the investor into 
later difficulties—and losses. 

Prior to the depression the yield on United States Gov 
ernment bonds averaged between 34 and 3% per cent. In 
the same period high grade corporate bonds averaged 2 
yield of about 4, per cent. Currently longer term bond: 
of the United States Government yield only about 2!/2 per 
cent, while the yield on high grade corporate bonds is only 
about 1 per cent higher. 

Assuming, for the purposes of this discussion, that the 
return on all bonds has declined proportionately, it is obvious 
that a yield of 5 per cent today is more than likely to k 
derived from securities lower in quality than those which 
returned 5!/7 per cent, seven or eight years ago. Stated 
otherwise, the investor who was receiving a 5 per cent re 
turn prior to the depression is currently compelled to accept 
4 or 41. To obtain anything higher, the investor is forced 
to alter his standards of selection and acquire bonds of dis 
tinctly lower rating. ; 

This situation, coupled with improving business, has stim 
ulated the demand for lower grade bonds to a point, wher 
the rate of return, based on prevailing quotations, on me’ 
dium grade bonds has been considerably lowered. As 4 
result the adequacy of the present return as compensation 
for the lower quality is open to question. 

Opinions differ as to whether low interest rates will pre 
vail over an extended period, or whether high grade bond 
have seen their peak and are destined for a graduil 
decline, with a corresponding increase in interest rates. fot 
the present, however, one can only deal with the realities 
of the situation and these virtually demand that th 
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investor revise his portfolio in a manner best calculated to 
safeguard both his capital and the purchasing power of his 
investment income. 

From the foregoing, it will be seen that the principal 
disadvantages to be found in high grade bonds, from the 
standpoint of the individual investor, are (1) low current 
yield, (2) possibility of later losses on purchases made at 
current high levels should interest rates stiffen, and (3) the 
inadequacy of the current yield on second grade issues as 
compensation for their lower quality. In addition, a rising 
cost of living will further restrict purchasing power de- 
rived from fixed-income securities. And finally, despite the 
fact that monetary inflation, for the moment at least, has 
been relegated to the background, it is a contingency which 
cannot be lost sight of in the present setting of huge Gov- 
ernment expenditures and unbalanced budgets. 

Much that has been said here about high grade bonds also 
applies to high grade preferred stocks. There are many pre- 
ferred stock issues classed among the strongest type of in- 
vestments and entitled to a higher rating than medium grade 
bonds. Such preferred stocks are subject to the same general 
factors as those which determine the price trend, and by the 
same token, the income yield, of gilt-edge bonds. It fol- 
lows, therefore, that the investor holding the better class of 
preferred stocks is faced with precisely the same dilemma 
as the bondholder—yields are low, callable preferreds with a 
high dividend are being replaced by issues carrying a lower 
dividend obligation, and preferred stocks have no defense 
against the rising cost of living. 

The situation with respect to high grade bonds and pre- 
ferred stocks has created an investment problem which tran- 
scends in importance almost any other consideration which 
the investor has to cope with today. Because the very best 
of calculations may go astray, the solution to this problem 
must of necessity seek a compromise in which the personal 
requirements of the investor are balanced with his ability 
to assume investment risks. 

Recalling to mind again that safety is the first considera- 
tion, the investor should not be too readily encouraged in 
the belief that it is always possible for him to alter his 
course with the changing tides and winds of economic de- 
velopments, without running the risk of unfamiliar shoals. 











Common Stocks for Profitable Par- | 
ticipation in Business Recovery 
| 
Recent Divi- Yield | 
Issue Price dend % 
| Air Reduction. .. 74 1.00* 1.3 | 
| Aluminum Co. of Amer.. 130 None - 
American Car & Foundry 46 None 
| Bethlehem Steel.............. 67 None or 
| Caterpillar Tractor..... ee 74 2.00 2.5 | 
Douglas Aircraft........ 73 None nee 
| E.I. du Pont de Nemours. . 156 3.60* 2.3 
| General Electric............ 47 1.00 2.1 | 
| Harbison-Walker Ref....... 42 2.00 4.7 | 
| Ingersoll-Rand.......... 132 2.00* 1.5 
| International Cement...... . 55 2.00 3.6 
| . International Harvester..... 78 2.50 3.2 
International Nickel........... 55 1.40 2.5 
Johns-Manville............... 115 1.00 
Monsanto Chemical............ 100 1.00* 1.0 
National Lead ............. 5% 29 0.50* 2:7 
Pittsburgh Plate Glass. . ios 133 2.00* 1.5 
EE near aie 56 1.50 2.8 
BRIG MODED oni ass cece dessa 21 1.00f 4.9 
Timken Roller Bearing......... 64 2.00* 3.1 
Union Carbide & Carbon....... 96 2.80 2.9 
BD SAS WRIBMMY cole aso daeeeoae 100 2.00 2.0 
JSS 2 Aa eee 70 None 
* Plus extras. j{ Paid this year. 
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Like the mariner who prefers to delay in a safe harbor when 
storms threaten, the investor would do well to make some 
sacrifice to expediency in the interests of security. The 
probabilities are that in the long run some temporary sacri- 
fice in the way of investment income will be fully repaid by 
a greater peace of mind. 

Thus, when it is suggested to the investor here that a 
larger proportion of common stocks in his portfolio appears 
necessary at this time, the implication is not that gilt-edge 
bonds and sound preferred stocks should be eliminated en- 
tirely. Both of these mediums should comprise some portion 
of an investment portfolio under almost any conceivable con- 
ditions. In fact, at this time there is no serious objection to 
the inclusion of a few medium grade bonds and preferred 
stocks, where immediate income is a vital consideration. So 
long as the business outlook continues promising, the risks 
involved are likely to be more apparent than real. Such a 
policy, however, should be regarded as a purely temporary 
one, and the investor is cautioned to exercise care and dis- 
crimination in his choice of issues, keeping a sharp watch 
for any change in fundamental conditions. But under pres- 
ent conditions, common stocks unquestionably have a valid 
claim to a larger proportion of the investor’s funds than 
would probably be the case under more normal circum- 
stances. 


Common Stocks for Investment 


The case for common stocks at this time is a simple one. 
It lies in their recognized merits as a hedge against a possible 
decline both in the value of high grade bonds and preferred 
stocks and in the purchasing power of the income derived 
from these mediums. 

Granted that the average common stock has a strong 
speculative flavor, it does not necessarily follow that this 
characteristic is indicative of a high measure of investment 
risk. True, many “New Era” theories concerning the merits 
of common stocks were almost completely repudiated by the 
experience of the depression years, but the fact remains that 
many common stock issues gave as good an account of them- 
selves throughout the depression, and later, as did the more 
sedate bonds and preferred stocks. Many investors who 
would have no compunction, when it came to selecting 
second grade bonds, look askance at common stocks for 
reasons which are hardly supportable by the facts and in the 
present circumstances the investor who refuses arbitrarily 
to consider their place in an investment program may not 
actually be playing as safe as he may think. 

Bonds and preferred stocks are not the only class of se- 
curities which have risen in value and the investor, when he 
prepares to allot a portion of his funds to common stocks, 
will find that not only have representative issues risen sub- 
stantially in value but their immediate yield in many cases 
is less than that afforded by gilt-edge bonds. The investor 
should bear in mind, however, that when he purchases com- 
mon stocks he is purchasing potential income, not current 
yield. In the case of a good common stock, yielding cur- 
rently, say 2 per cent, the probabilities are that earnings 
are rising at a rate which would justify a higher dividend. 
Even so it will be found that common stocks, particularly 
those of investment caliber, are selling at a high ratio to 
earnings. It will be recalled that in 1929 many stocks were 
selling anywhere from 15 to 50 times earnings. Earnings 
are being capitalized at the same generous ratio today, with 
this important exception, however, that whereas business 
had begun to show signs of retrogression in 1929 after a long 
upward spiral, now business is emerging from one of the 
most severe depressions in history. 

Without question huge shortages for all classes of goods, 

(Please turn to page 676) 
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Happening in Washington 


By E. K. T. 


Budget prospects still depend on extent of business re- 
covery and how much relief load is lightened by re-employ- 
ment in private industry, as they have since depression 
began. President’s mid-year supplementary budget review 
forecasts increasing revenues due to greater business activity 
and predicts that drought and additional relief will cost 
$500,000,000 beyond previous schedule. A_ balanced 
budget is thus still in the future. 


Government economy will be more talked than prac- 
ticed, no matter who wins the Presidential election. Some 
curtailment of spending is expected in either event, but it 
is a difficult job. There are signs that Roosevelt administra- 
tion is beginning to tighten its belt, clamping down on 
expansion of emergency activities. 

Some agencies (P W A, R A) may be virtually liquidated 
when work now in progress nears completion. But if Roose- 
velt really plans to do this in a big way he will not swing 
the axe until after election. To do so now would chop off 
too many toes, bring too many squeals. 


Tax speculation centers around what “adjustments” 
will be made in existing rates. Experts of Congress, Trea- 
sury, are studying, but keep mum. Business wants “nui- 
sance”’ taxes repealed, meaning manufacturers excises. But 
Treasury's idea of nuisance tax is one which costs much to 
collect in proportion to its yield, which would not include 
several excises, such as gasoline and autos. Hints are 
dropping that capital gains and losses provision of income 
tax may be suggested for repeal, but Congress will be wary 
of political dynamite therein. 





Washington Sees— 


Recovery still the key to a balanced budget. 


Economic planning for long-time drought 
control. 


Continuance of emergency legislation the 
big problem before the next Congress. 


Motor carrier act administration settling 
down to routine. 


Steady advance of Federal housing program. 


Commodity exchange control facing legal 
attacks, 


Revolution in cotton looming. 


TVA under bitter court attacks from utili- 
ties. 


European tension unrelieved. 





Corporation undistributed earnings tax law can't 
be repealed immediately even if Republicans win the elec- 
tion. Won't be attempted if Democrats remain in. Its 
effects will be felt heavily this winter in forcing profits out 
in bigger dividends. 


Booming business reports by Federal statistical agen 
cies gladden official hearts, show that neither election year 
uncertainties nor drought losses have bearish results, 
brighten prospects for better budget picture and Adminis. 
tration election victory. 


Economic planning being talked again, this time as 
solution of great plains drought and farm output fluctua: 
tions rather than to control industrial activity. Federal 
and state laws to direct land and water usage are counted 
on to restore water-table levels, reduce hazardous dry-land 
farming, curb “dust bowl” and prepare area to withstand 
future droughts without such losses as at present. A long 
time program, maybe a generation. 

Any program means some shifting of population, per- 
haps a decrease in many regions. Such shifts go on any: 
way, but whenever a politician suggests that government 
should direct migration he is in hot water. Problem is to 
get prairie dwellers to admit and face the facts. 


Antagonism to paternalism in drought regions is a 
factor. Local pride resents Eastern impression that whole 
plains area is virtually desert. Wéitness wrath at Resettle- 
ment Administration’s photos and movie (Plow that Broke 
the Plains) showing cow skulls and sand dunes. - Of course 
many sections of area produce variety of crops even in bad 
drought years. 


Immediate drought plans embrace seed loans, freight 
rate reductions, direct and work relief, payments to farmers 
to rehabilitate farms without encouraging production of 
uneconomic, risky, or soil-depleting crops; demonstration 
ponds and other water and soil saving practices. Attempts 
now being made to co-ordinate drought programs of W PA, 
A AA, and R A. Overlappings and conflicts here have 
caused embarrassment, jealousy, friction. 

Entire relief program due for overhauling in next Con 
gress, but little being said about it now. 


Food and feed supplies will be generally adequate, 
despite drought, Federal officials feel. Some prices due to 
rise, but little real shortage anticipated. Animal feedstuf 
situation much more serious than human food. Recent 
rains helped pastures in some sections. A A A officials prr 
vately thank Supreme Court for invalidating processing tax 
and crop curtailment law, thereby relieving them of much 
of popular blame for rising prices. 
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Shelter-belt idea gets a new lease on life in connection 
with long-range plans to lick the dust bowl. However, Fed 
eral Government will not go into it on big scale contem 
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| plated during 1934 drought, but will aid states in encourag- 


| ing individual farmers to plant their own windbreaks. 


The President’s drought trip can’t possibly hurt him 
politically, however non-political its purpose. Wherever 


| he shows himself he makes friends. The trip dramatizes the 


New Deal’s sympathy with sufferers and efforts to foster 


a better way of life for farmers. 


The next Congress, whatever its complexion, will have 
its hands full deciding whether or not to continue expiring 
legislation. A dozen New Deal laws will terminate between 
January and June, 1937. 

The big question will be: Is the depression emergency 


E over? 


By its attitude toward these expirations, the Administra- 
tion will show whether it considers conditions back to near 


normal or whether it needs extension of powers granted to 
Scope with emergencies. 
swell claim it has ended the depression and still insist on 


The Administration can’t very 


retention of emergency powers. Congress probably will 
lean away from further extensions of legislative power in 
hands of executive, but may want to make permanent many 
New Deal experiments. 

In addition to relief program, tax revision and probable 


amendments to social security program, Congress must con- 
i sider extension of R F C, reciprocal trade agreements pro- 


gram, monetary powers of the President, future of C C C, 
continuation of housing modernization loans, a new neu- 
trality act, three-cent rate for letter postage, and several 
other things requiring legislation for continuance. 


Motor carrier act, now entering second year of ad- 


| ministration, is gradually having its kinks ironed out and 


on the whole is satisfactory to trucking interests. Many 
problems still to be worked out. The new insurance rules, 
much modified from the tentative proposals of some months 
back, appear to be generally acceptable to majority of in- 
terested parties, both carriers and insurers. Next big sub- 
ject is qualifications of employees of motor carriers from 
sandpoint of safety. General administration is being 
speeded by new practice of I C C in issuing “tentative and 
provisional” rulings, in form of answers to specific inquiries 
on how the law affects a particular case. Circulated in the 
industry, these rulings tend to prevent unintentional viola- 
tions, forestall formal complaints. 


Politics warms up to exciting and mud-slinging stages. 
Republicans have now perfected their headquarters organ- 


jation, after several false starts, and are laying a steady 


barrage against New Deal activities, past, present and 


future, indicating that for some time previously they have 


ben spying around picking up ammunition which they 
kept in reserve. Government defenders are kept busy is- 
suing denials. This constant strafing may wear down New 
Dealers’ morale; may get some votes because waste and in- 
ecient administration are two more vulnerable points of 
the New Deal. But probably most people who might be 
swayed by such revelations realized the situation long ago 
and may have already made up their minds. 


Federal Housing Administration is passing out of 
its ballyhoo promotional phase, but is steadily making gains 
in aiding new home financing with its insured mortgage 
plan, Its efforts to improve construction standards, elim- 


nate jerry-building, are bearing fruit. 


Financing of large-scale housing projects through joint 

issue by several financing institutions is made easier by 

recent regulations, which may go a way toward reducing 
pressure for Federal subsidy to mass housing. 
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What the Presidential Polls Show 


The Institute of Public Opinion’s cross- 
section sample poll, covering 166,004 ballots, 
gives Roosevelt 49.2 per cent of total vote; 
Landon, 44.5 per cent; Lemke, 4.6 per cent; 
Thomas, 1.3 per cent. 


The American Press poll, conducted 
through more than 3,000 country newspapers, 
at present covers 213,211 votes cast in thirty- 
three states. This compilation gives Landon 
59.35 per cent of the total vote; Roosevelt, 
33.89 per cent; the rest to minor candidates. 


The first Literary Digest returns released 
cover only 24,000 voters in Maine, New 
York, New Jersey and Pennsylvania. These 
show more than 2-to-1 for Landon. 





Modernization loans (Title I of act) will terminate next 
April unless Congress acts, but F H A is not much con- 
cerned. Feels its emergency work in this field has gone 
about as far as needed. Many banks are saying they will 
continue this type of combined collateral and personal credit 
lending for home improvement without government guaran- 
tees. 

F HA would like to absorb activities of Home Loan Bank 
Board, and vice versa. If question of reorganization and 
consolidation of government agencies comes to a head there 
will be big conflict over which of these is to absorb the other. 


Commodity exchange law, effective September 14, is 
already meeting difficulties in the courts. Members of Chi- 
cago Mercantile Exchange failed to get injunction against 
the law, but may appeal, while Kansas City Board of Trade 
is testing its constitutionality in another jurisdiction. Com- 
modities Exchange Commission has been holding hearings 
in various trading centers preparatory to issuing regulations. 
Because law is extension of old and valid grain futures act 
its standing in court is somewhat better than S E C laws 
which have no past history of successful litigation. 


Mechanical cotton picker is being eyed by Washing- 
ton as it undergoes field tests in Southwest. If commercially 
successful it means another industrial revolution, making 
cotton a mass production industry and displacing maybe 
7,000,000 hand pickers, mostly negroes. It would mean 
cheaper production costs in new, flat regions of Southwest, 
making cotton uneconomical in old, hilly Southeast. Among 
results might be migration of farm workers to cities, break- 
down of share-cropping system, development of new farm 
crops in old cotton areas to compete with grain, dairy, vege- 
table, etc., farmers in other regions. As with other im- 
portant labor-saving inventions, society’s long-time gain 
would entail a generation of suffering and readjustment for 
many. But many observers doubt that the Rust machine 
will be adopted rapidly and widely, even if successful in 
some fields. 


Power war on T V A front promises to become pro- 
longed and severe, with both private utility companies and 
T V A set for a finish fight. T V A’s close squeeze when 
Supreme Court okeyed sale of power from navigation dams 
without passing on its other power activities did not have 
expected result of causing it to proceed with caution. In 

(Please turn to page 680) 
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Big Demand Ahead in Copper 


Has it Been Sufficiently Discounted? 


By C. 8. Burton 


D URING the months of July and 
August just passed copper stole the show 
in the metal market. Not since in 1929- 
30, when the price was held at 18 cents 
per pound for a year, has the spotlight 
been so centered upon the metal. Stocks 
of refined copper—world stocks—fell as 
the price climbed up and the consumers 
abroad reached for supplies. 

Copper metal is too low even though 
the recent somewhat feverish spurt of 
buying carried the price to 97% cents 
for points west and 934 cents Con- 
necticut Valley, October and November 
deliveries. The export price reached 93% 
cents. 

The compelling factor in the situation 
is not, as one would readily assume, the 
demand for armament purposes, although 
armament is undoubtedly absorbing 
much that goes abroad today. The best 
authorities hold that, if the war bogies 
could be dispersed, the regular uses for 
copper, in replacements and in the pro- 
vision of equipment for augmented 
power distribution, would take up 
greater quantities of metal than are de- 
manded by the current preparations for 
war or for defense. 

The present activity impinges upon two elements, price 
and volume, and there we meet a careful balancing. For 
some days, it appeared that copper was to go to 10 cents. 
The producers who have been working on a quota of 
70 per cent of capacity agreed to ease this restriction by 
5 per cent making the curtailment 25 per cent instead 
of 30 per cent, which, in view of current takings and the 
demonstrable backlog of required expansion in power 
plants, is most reasonable. 

Price is quite another matter. First, there is the item of 
labor cost to consider, wages being adjusted to copper 
prices and moving up with each advance from present 
levels. Also there is the problem of the custom smelter and 
the customer smelter’s customer. Encouraged by rising 
prices, small developing properties begin to get out carloads 
of ore. The smelters which buy these ores or concentrates, 
are obliged to find markets for the metal so produced. It is 
obvious that if 10 cents a pound for copper is going to 
foment a lot of activity in the hills, and put miners wages 
up at the same time, then the action of Kennecott in 
vetoing the 1% of a cent rise, for the present, is explicable. 
Also, it would be poor business to fill up demand at the 
higher price, only to be forced to drop back to a second 
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line of trenches. The history of 
copper prices is replete with such 
examples of price movements, and 
the loud cries of consumers wer 
familiar, as they found themselves 
loaded with metal at the top and 
the price falling away. 

However, when it develops that 
stocks are declining sharply, de 
mand or potential demand creat: 
ing a backlog, fabricators refux 
to “form a line on the left” even 
when producers assure and reas 
sure them that metal will k 
forthcoming. 

In the present case, for ex 
ample, manufacturers of th 
heavy duty cables, necessary in 
huge power plants, are aware 
that the old installations ar 
called upon to carry more than 
rated capacity, they can total y 
the constantly augmenting r 
quirements, perhaps even more 
accurately than the plant engi 
neers. It is no secret that thes 
companies whose quality prod 
ucts are imperative pre-requisite 
look forward to a period of high 
prosperity, regardless of general trends. Some of thes 
concerns are independents, others are closely related to 
producers. 

Electrical industries normally absorb about one-half 
the metal that is sold. The clock makers in the Connecticut 
Valley are busy. Cutters like Scoville Manufacturing ux 
tons of sheets; all of these, to say nothing of the automo 
bile industry, watch the figures on copper stocks. Wher 
they note world stocks of refined copper dropping month 
after month—five months in succession, until the supply 
equals only four months’ normal requirements, and know 
ing it takes about ninety days to take ore out of the 
ground and get out refined copper ready for delivery, ! 
is to be expected that such consumers will take possession 
of the market. 

The price reached is the best since May, 1931, an 
world stocks at the end of July were down to 432,222 tons 
domestic stocks down to 218,705 tons. If sales kept up 
at the recent rate, current domestic stocks would meal 
less than four months’ supply. World consumption 1 
July ran up to 146,042 tons, higher than for any one mont 
since last November. 

All of this seems to betoken a good deal of activity # 
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the world of copper, but it must be studied looking for- 
ward, not with any eye to current results. Copper is still 
too low in price, though one admits at once that it would 
be most dificult to name a figure which could be defended 
at all points. It is obvious that like any other commodity, 
the price for copper cannot long remain below the cost of 
production, nor can a high price be maintained when it 
curtails consumption or invites substitution. 

This latter factor is of greater weight than in former 
years; there are determined efforts making to use alu- 
minum to carry electric current, but as to conductivity 
copper stands alone. The progress made in non-corrosive 
alloys supplants some copper, while on the other hand 
research develops new uses, such as light weight brass and 
copper pipes that can be bent into corners and around 
beams, with capillary joints and couplings replacing the 
clumsy union, saving much weight and making quicker 
and easier work for the plumbing contractor. Copper 
houses are being built experimentally. They should weather 
into things of beauty, defy the termite, and be splendid 
safe refuges in case of violent electric storms; grounded, 
the whole house would be a lightning rod, as are our huge 
skyscrapers whose steel beams act as conduits. 

On the whole one is inclined to congratulate the pro- 
ducers in holding the present price although it is too low. 
The: last decade 1925-1935 saw the price fluctuate widely, 
but the average was 11.13 cents per pound, while the ten 
years preceding, 1915-1925, covering the war time peak, 
rolled up an average of 18.69 cents per pound. Miners 
wore silk shirts and parked their cars while they went 
below. 


Costs Have Been Lowered 


It is plain that much has been accomplished without 
fuss or feathers in the way of getting costs down. Never- 
theless it remains that working on a contracted instead 
of an expanding basis does not—cannot—make for the 
best mining practice. Operating at capacity permits better 
extraction, hoisting low grade ore that can be made to 
show a profit on the larger tonnage but has to be sorted 
out under a curtailment program. In larger mines, only 
certain levels can be worked. In groups such as in Butte 
only certain mines can meet the situation. Chile, for 
example, can show some profit, but her costs would come 
down and down, if operations were at capacity, the same 
is true of our porphyries, Ray, and Utah and others. 

Another element of growing importance in some pro- 
perties is the value of the by-products. Anaconda does a 
business like a chemical company in Butte. 

ean 


mulating in the field of power production and distribution. 
This tariff will undoubtedly be renewed upon expiration 
of the present law in June, 1937. 

We are all familiar more or less with the situation as 
to utilities. Uncertainty as to legislative action has retarded 
expansion, and in the meantime existing plants have been 
called upon to carry unusual overloads. More than half 
of the steam-electric plants in the country are more than 
ten years and many are more than twenty years old. 
Modernization and replacement on a wide scale are indi- 
cated. Copper producers know that sooner or later, legis- 
lation or no legislation, the utilities must begin to buy if 
the nation’s wheels are to keep on turning. 

One authority has just recently calculated the backlog of 
replacement orders in electrical equipment at five billion dol- 
lars. Naturally such a volume of business is going to war- 
rant a price for copper that will show some profit beyond 
any possible on a 10-cent basis. 

For the follower of copper stocks, anticipating substan- 
tial betterment in the long pull, the interesting phase is 
the extent to which the gross income of the copper com- 
panies may be shown to increase with each advance in 
price and each advance in volume. As to current earnings, 
the recent record sales are, in all probability, largely for 
delivery after the turn of the year. Consumers were 
playing safe against the decline in world stocks rather 
than taking care of any immediately increased output, 
therefore earnings for 1936 are not apt to be affected by 
these July and August sales. 

Under the curtailment agreement and the understanding 
presumed to exist between these three largest domestic 
producers, Kennecott, Anaconda and Phelps-Dodge have 
the home market very well in hand. 


Output Increased 


Domestic production is apparently running approxi- 
mately 45 per cent above the rate of output maintained 
during 1935. On this basis, Kennecott, producing last 
year 418,269,000 pounds of copper, of which 196 million 
pounds was domestic production, may be credited with— 
say, 142 million pounds for the first half of this year, and, 
say the last half of this year sees this output stepped up 
by 5 per cent to 149 million pounds for the last half; 
then, if we are somewhat sanguine as to the future, it 
might not be amiss to figure another 5 per cent increase. 
This would give us a production rate for 1937 of (circa) 
312 million pounds for the year, being the basis of 196 

(Please turn to page 678) 





International Nickel, up at Sudbury, gets 
out ore that contains nickel, almost the 20 
world’s supply; copper in quantity that 
puts it into the front rank of the pro- 
ducers; gold, silver, both up in price 
since the Frood mine began output; plati- 
num, a current sensation in price advance; 
palladium, rhodium, ruthenium, iridium, 
selenium, tellurium. Research is showing 
uses for all of these rarities. 

Aside from such items, however, mine 
Managers have done no little in plant and 
equipment both below ground and over- 
head to get out ore at smaller expense. 

Nevertheless, it must be borne in mind 
that only a few concerns can operate on 
10-cent copper and meet payrolls. For 
our domestic production there is our tariff 
Protection of 4 cents per pound, which 
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MONOPOLY 


. os What Is It? 


... Who Has It? 


By James T. CarrINGTON 


D URING the past thirty years or more we have been 
listening, periodically, to much talk about monopoly; the 
trusts; great aggregations of capital; some mythical money 
power which politicians, campaigning in rural districts, 
speak of as “Wall Street”; and various other designations 
all intended to be somewhat sly attacks on this alleged “big 
business” which is presumed to be exploiting the country 
and the people. 

The present Federal Administration has no “monopoly” 
on this issue. It didn’t discover it nor has the Demo- 
cratic Party any mortgage on it. The illustrious Theodore 
Roosevelt had a very great deal to say about “trusts” 
and “monopolies” and was responsible for many of our 
anti-trust laws as well as other legislation regulating 
business. Some of this legislation has worked well and 
proven to be in the interests of business, security holders 
in business enterprises, the customers of these enterprises, 
and their employees. Some of it has worked indifferently. 
Some of it has not worked at all and has served only as 
a deterrent in the building up of our national wealth and 
national income. 


We Need Big Business 


The question is: “What is a monopoly?” Big business 
we must have if we are going to continue to progress, but 
when does big business become a monopoly? 

The dictionary tells us that a monopoly is “the exclusive 
right or privilege of engaging in a particular traffic; espe- 
cially, such control, as of a commodity, as allows prices to be 
raised.” 

This definition may have served very well some thirty 
years ago, but it doesn’t mean very much under modern 
American conditions of business and industry. We have 
so-called “monopolies” which have “the exclusive right or 
privilege of engaging in a particular traffic,” but to say 
they are “monopolies” which “allow prices to be raised” 
is to be unusually stupid. We have so-called “monopolies 
of location,” but if we are thinking of freedom from com- 
petition we find that these monopolies are subject to the 
fiercest kind of competition and it is competition as well 
as the system of regulation by law which we have built 
up which forbids “prices to be raised.” 

In the minds of the public the outstanding example of a 
monopoly is the telephone. It is quite true that the Bell 
Telephone System has a monopoly in that it is free from 
competition of a “service of like kind.” It has a “mo- 
nopoly of location”—that is, it does not have to compete 
with some other telephone system. But those of us who 
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lived in the days when there were two telephone systems— 
the Bell System and the Independents—remember only too 
well the inconvenience; the expense and the irritation caused 
by the necessity of having two telephones; two telephone 
directories; two telephone bills each month; and indifferent 
long distance service. 

So the public gradually accepted the idea that there 
should be but one telephone system in this country, but has 
this fact allowed the price of telephone service to be raised? 
On the contrary, it has been responsible not only for a 
steady decrease in the cost of telephone service, but a 
steady increase in the quality of the service. Around the 
telephone, as well as around other public services, has been 
built up a system of regulatory laws which makes it impos 
sible to increase the cost of service without the consent 
of the state and more often has resulted in an abrupt order 
to reduce the rates. The telephone company may have a 
“monopoly of location,” but it has little or no control over 
the price it can charge for its service other than the right 
to demand a reasonable return on its investment which is 
a right insisted upon by every business man, big or little, 
in these United States. 

However, if this were all the Bell Telephone System had 
to contend with it might be reasonably happy. But it has 
to contend with all sorts of services struggling for the con- 
sumer’s communications dollar. It has to contend with two 
telegraph companies with their day letters and night letters. 
It has to compete with a combination of the United States 
Postal Service and the airplane which for many purposes 
make a thousand-word letter which can be mailed, airmail, 
for six cents, quite as satisfactory as a five- or ten-minute 
telephone conversation or a thousand-word telegram. Here 
we have the United States Government, the airplane, two 
telegraph companies and the telephone company all compet: 
ing with one another for the business of sending and receiv 
ing messages. 


Competition in Utilities 


We have heard a great deal during the past few years 
about the “power trust”—how it is an absolute monopoly, 
charging all the traffic will bear, exploiting the public, and 
so fortunately situated that it has no competition of any 
kind. 

This, of course, is just pure political buncombe—bun’ 
combe which has been dished out to an unthinking public 
by Republican and Democratic politicians alike. It happens 
to be the pet issue of the radical socialists who will dish 
out anything which will bring the day of government own 
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ership and operation of all business just a little bit closer. 

Like the telephone, the electrical industry is faced with 
the most stringent regulatory laws. No electric light and 
power company can raise its rates without the consent of 
some state public utility commission—if that commission 
decides its rates are too high it can order them reduced and 
can enforce its order. It is happening all over the United 
States almost every month. 

The electric utility is faced with the most vicious kind 
of competition—not, perhaps, from another electric light 
and power company for its franchise gives it a “monopoly 
of location,” but from other kinds of services which in very 
many instances are quite as satisfactory as electric service. 
For years it had to compete with gas, oil and candles for 
the consumer’s lighting dollar. It is only by bringing 
electric lighting to such a high state of perfection and mak- 
ing it so cheap that the competition from these sources has 
become unimportant. 


Motor Truck versus Freight Train 


All over the United States we find industries, depart- 
ment stores, hospitals and all sorts of activities generating 
their own electricity by steam using coal, oil, or natural 
gas for fuel. The cost of electricity from the central 
generating station is cheap, but it has to stay cheap and, 
perhaps, become cheaper, if it is going to meet the compe- 
tition of small, privately-owned plants. Again, the pri- 
vatelyowned plant has always been faced with the threat 
of a municipal plant and in many communities that threat 
is becoming more of a reality every day. 

We used to think of the railroads as having a monopoly 
of high-speed transportation. Today they are faced with 
competition of the private motor car, the motor bus, the 
motor truck and the airplane. Transportation today— 
both passenger and freight—goes to the service which gives 
the most for the least money. 

In certain industries you will see the available volume 
of business concentrated in the hands of relatively few 
large corporations. That is true in the motor industry, 
in the copper industry and in the manufacture of tin 


containers, to cite a few that one thinks of offhand. It was 
true of the oil industry at a former time. A few indi- 
vidual industrial corporations so dominate their field as to 
be commonly thought of as monopolies. For example, the 
Aluminum Co. of America and International Nickel—the 
latter a Canadian concern and hence not subject to our 
anti-trust laws. 

It is natural that where one company or a few dominate 
the field—and especially where price policy appears to be 
rigid or arbitrary—public suspicion will center. No one 
thinks of General Motors or Chrysler or Ford in terms of 
monopoly, though they have the bulk of the motor busi- 
ness. It is common knowledge that competition between 
them is intense. It is acknowledged that cars have been 
priced to the advantage of the consumer. 


Price Policy Is Vital 


What is one to say of steel? Admittedly, steel prices 
did not decline in the depression as severely as did prices 
of many other commodities—but if steel men individually, 
without illegal conspiracy, happen to believe that lower 
prices in a period of deflation would merely increase their 
losses and not produce demand sufficient to offset the lower 
price, what can the Government do about it? Holding such 
a conviction is not unlawful, and despite the plausible 
theory that low prices make volume, it does not always work 
out that way, especially over a short period. For example, 
the very bottom fell out of copper prices between 1929 
and 1932, despite the fact that three large corporations 
virtually dominate the domestic production. Demand was 
not stimulated by 4-cent copper. Far more is being con- 
sumed now at 934 cents a pound than was consumed in 
1932 at far lower prices. 

The fact is that a policy of price reduction appears to 
have greater beneficial results in consumption goods than 
in products largely bought by industry, which will not buy 
at any price when it does not see demand available. 

In a case like that of the Aluminum Co., the public 
has the protection of anti-trust laws which have plenty of 

(Please turn to page 676) 
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Western Union, 


On the Way 


By Warp Gates 


Ciunsnc out on a limb was a popular sport among 
corporations during the boom era of the late twenties. It 
was indeed so almost universal a practice that the Western 
Union Telegraph Co., stolid and not over imaginative, 
should not be blamed too much for doing what every one 
else was doing. Yet, even making due allowance for mob 
psychology, it did seem rather foolish that the company 
should go on expanding on borrowed capital with the law 
of diminishing returns obviously operating full blast. 

And why bring this up now, with the depression past and 
gone and Western Union on the way back? Because the 
principal factor in the outlook for the company continues to 
involve a consideration of how nearly it can come to utiliz- 
ing its still excessive plant capacity. There are other factors 
of political regulation, taxes, costs, rates and so forth, but 
the most important remains the question of future business 
volume. 

During the twenties, Western Union, borrowing about 
half the amount, ploughed not far from $150,000,000 into 
plant improvement and extensions. Today, valued at a net 
of $294,000,000, the plant stands as an aggregation of 216,- 
000 miles of pole lines, 4,200 miles of landline cable, more 
than 30,000 nautical miles of ocean cable and 21,000 tele- 
graph offices, not including 16,000 agency stations—all to 
the end that one individual may transmit the written word 
to another. But it is a plant that could probably handle at 
least twice the messages that are actually being filed, with 
a negligible increase in facilities. 


Selling the Telegram 


One must give Western Union credit for attempts to in- 
crease its volume of business. Unfortunately, to many, a 
telegram means bad news and plenty of it and hence the 
company has been handicapped in its promotion of codified 
messages of appropriate salutation for Mother’s Day, Fath- 
er’s Day, Christmas, New Year’s and so forth. Nor can one 
accuse Western Union of putting difficulties in the way of 
prospective customers. A telegram is about the easiest thing 
in the world to send. Western Union messengers are con- 
spicuous dispatchers of trains, boats and airplanes; pick up a 
telephone and Western Union will accept your message, the 
cost thereof appearing on the telephone company’s monthly 


bill. 
642 


ack 





Business is 
drummed up in 
other ways. West- 
ern Union will 
transfer money 
for you; it will 
keep your time 
for you from a 
master clock in 
New York City; 
if you are a sufh- 
ciently large user 
of telegrams, it 











may pay you to 





lease a wire and 
run your own private system. The Associated Press is the 
biggest customer for this service. Western Union for all 
intents and purposes has a strangle hold on the business of 
transmitting security and commodity market quotations. It 
has in operation more than 8,000 quotation tickers, some 
3,000 of which carry the doings of the New York Stock Ex- 
change. Through a subsidiary, it offers brokers centrally 
operated quotation board service, thereby doing away with 
the old-time board-room atmosphere in which boys moved 
through a haze of tobacco smoke chalking by hand the latest 
prices on a blackboard. Another subsidiary, American Dis 
trict Telegraph Co., offers a fire and burglar alarm service. 

In the eyes of the public, Western Union is personified by 
a sixteen-year-old messenger boy. Uniformed and courte- 
ous, the company employs nearly fifteen thousand of him 
and not the least important part of his job is to “get the 
reply.” One day, cogitating upon the idle hours spent by 
this army of boys sitting upon benches waiting for telegrams 
to deliver, some one hit on the messenger service idea. To 
day, Western Union boys run all kinds of errands for the 
public and they are particularly in demand as distributors of 
free samples for chewing gum and other products. 

All this, of course, has helped, but it still does not alter 
the fact that Western Union continues to be predominantly 
dependent upon telegrams filed by individuals and firms in 
the United States; even the cable business is comparatively 
minor. The company does not break down its revenue 
figures, but in all probability it is a fair enough guess that 
80 per cent of gross revenue is derived from the domestic 
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telegram. And unfortunately this part of the business is If there is anything at all to the idea that we are now in 
proving very hard to pep up. No one knows what the per _an inflationary era, it is to be doubted whether Western 
capita consumption of telegrams is, or was, but it is quite Union can do very much more along these lines. The long- 
dear that it has registered no such dynamic increase as the _ lasting downward swing in rents has now been reversed and 
per capita use of the long-distance telephone or the per they are definitely on their way up again. A company, of 
capita consumption of electric power. On the contrary, con- _—_ course, may have expiring leases that it is possible to renew 
vincing evidence can be summoned to show that the secular _—_at a rate more favorable than the old one, but the opportuni- 
trend of the telegraph business has long been downward. In ties for doing this obviously are not as good as they were. 
the late twenties, for example, stimulated by a great pro- At the same time, wages are moving higher. Last January 
gram of expansion in telegraph facilities and receiving the Western Union restored another 2 per cent of the 20 per 
benefits of the wildest business and security boom this coun- _—cent wage reduction effective in 1932: in August the final 3 
try has ever seen, to say nothing of the favorable effects of a per cent restoration was made, these last two increases in 
gowing population, Western Union's gross revenues rose wage rates being estimated to cost the company some 
and established, as might have been expected, a high record $2,000,000 a year, or not far from $2 a share on each share 
in 1929. Net income, however, was highest in 1925. These of capital stock outstanding. 

were the “diminishing returns” already mentioned. 


Currently, the point to decide is whether the secular Taxation an Important Matter 
trend in the telegraph business is still downward and, if it is, 
how long the stimulation of the current recovery in general Finally, so far as the cost of doing business is concerned, 
business can continue to offset the long-term downward there is the very live matter of taxation. Mr. Morgenthau 
trend in the use of telegrams. So far as the fundamental may, or may not, really mean it when he talks about no new 
situation is concerned, no radical change appears to be in taxes next year, but with Government, state and municipal 


prospect; we know of nothing on the horizon which might _ finances being what they are, there is only one way taxes can 
suddenly give Americans the desire to double or triple their = go and that is up. They may not go up next year, aside 
use of the telegram. On the other hand, this is much less from such mandatory increases as provided in the Social 
serious than appears at first sight; after all, we likewise know Security legislation, but sooner or later, up they are bound 
of nothing on the horizon that would cause Americans to to go. Last year Western Union paid out in taxes 39 per 


in _ | souble their consumption of bread or other foodstuffs. Yet, cent of its net income before taxes. This was equivalent 
st. | the outlook for a great many distributors and processors of _ to $3.25 a share on the outstanding common stock. Com- 
1] [fod remains far from hopeless. menting aptly on the situation, it was said: “The company 
y is subject to tax assessments of every state, and most of 
‘il New-Term Outlook Favorable the communities, as well as to various Federal taxes. Quite 
ne aside from the taxes themselves, considerable expense is 
‘ No, what is meant is that Western Union, notwithstand- _ incurred because of the necessary administrative activities, 
‘pg its long and honorable record, is not the kind of com- including the preparation and filing in each year of about 
ry; pny into which a man can place his money and forget it. 5,000 tax reports, and the collection on behalf of the Federal 
F, Rather, he must make his commitment on a short-term basis Government of the excise tax payable by telegraph patrons 
er {| “hen developments over the near future are likely to be — on every telegram and cablegram. The latter tax, which 
it highly favorable. Today, the outlook for Western Union is amounts to about 5 per cent on tolls, was continued in force 
to | favorable: companies with excess capacity are apt always to _ by Congress for an additional two years from July 1, 1935. 
nd Move forward fast once a certain point has been reached. The Revenue Act of 1935 increased by 40 per cent the 
ren Although Western Union reported failure to earn fixed rate of the Federal stock tax, and various special taxes 


all | “'arges in only one year, 1932, it did not really start to par- levied for relief purposes have further increased the tax 
of | '*ipate in the business recovery until last year. This was burden.” How ironical in the face of this is Western 
It | because in 1933 and 1934, the company was particularly Union's long-waged fight to be relieved of the necessity of 
plagued by increased costs, NRA codes, restoration of serving the Government at about two-fifths of what corpora- 
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Apart from the possibility of further improvement in 
operating efficiency, the prospect of Western Union doing 
very much with its cost items is clearly not very bright. This 
applies, of course, to the majority of other corporations. 
There remains, however, one other chance—the possibility 
of reducing financial costs by refunding debt at a lower 
rate of interest. At the beginning of this year, Western 
Union's total funded debt was somewhat in excess of $106,- 
000,000. Of this, $15,000,000 of debenture 614s, matured 
August 1 and were paid off with an important saving in 
interest charges by funds derived from bank loans and trea- 
sury cash. Then there is $25,000,000 in debenture 5s, ma- 
turing in 1951, which becomes subject to call at 105 next 
December. If general business conditions and the state of 
the bond market remain as they are now, it might well be 
possible to refund this issue with further savings. Nothing, 
however, can be done with the rest of Western Union's 
debt, for it is all non-callable, at least for the present. There 
- is some $9,000,000' in 5s maturing in 1938 and $35,000,000 
also in 5s subject to call at 105 in 1940, but any saving in 
interest resulting from the maturity of the former will be 
minor, while to talk now of possible savings of interest in 
1940 is to look too far ahead. So this leaves the debenture 
5s callable next December, from which under present con- 
ditions about $250,000 a year could be saved if the company 
refunded with a long-term issue and, of course, more if the 
funds were raised by seriai bank loans. 


Volume the Main Thing 


So much for costs, let us turn again to business volume. 
If on the whole nothing very much can be done to reduce 
costs, volume becomes, as has been said, Western Union’s 
most important consideration. Whether or not the use of 
the telegram is dwindling, whether or not the company 
gains its full share of the available communication business 
when it is increasing and loses more than it should when it 
is decreasing, the fact remains that Western Union is sensi- 
tive to general conditions. During recovery Western Union 
handles more telegrams and cables: the tempo of its other 
activities rises. For the first six months of this year, gross 
revenues of $47,981,473 were reported, compared with $44,- 
433.854 for the first six months of last year and with $44,- 
504,806 for the corresponding period of 1934. Net income 
for the first half of 1936 totalled $3,055,144, or the equiva- 
lent of $2.92 a share of common stock, a good comparison 
with the $1.82 a share reported in 1935. 

Despite competition from Radio Corp., competition from 
American Telephone and the utterly senseless competition 
of Postal Telegraph, Western Union can count on further 








Western Union Telegraph Co. | 
Income Account 
(Six Months Ended June 30) 


1936 1935 1934 | 
Gross revenues*...... $47,981,473 $44,433,854 $44,504,806 
Repairs and dep...... 6,388,803 6,018,008 5,962,195 


Expenses, taxes, etc... 35,904,884 33,840,310 34,485,151 








Balance.............. $5,687,786 $4,575,536 $4,057,460 

Net income.......... $3,055,144 $1,899,739 $1,381,333 

Earned per share..... $2.92 $1.82 $1.25 
Present Price ...... $88 
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| 

H 

! 


* Includes interest and dividends received. 




















gains so long as the business tide sets so strongly inwards 


Moreover, although only an opinion, it seems highly likely f 
that gross will continue to outrun costs and expenses, at leag fF 


for the next year or so. This indicates larger earnings for 
the common stock and the expectation of larger dividend; 
is a natural one. So far this year, one dividend only has 
been declared, but it was the not unimportant distribution 
of $2 a share. It will be surprising if, influenced by earning 
power for the year of possibly three times this payment and 
facing the Government’s new tax on undistributed corpor 
ate profits, Western Union failed to make another substan, 
tial distribution to its stockholders before the year end, 
Though cheaper than many, even earnings of, say, $6 
share and dividends of, say, $4 do not put the common stock 
of Western Union patently on the bargain counter at its 


current price of $87. This price, it would seem, is taking f 


into account some of next year’s expected improvement: 
however, as the stock could conceivably pay $5 or $6 a share 
next year, it is possible to conclude that the discounting 
process has not been carried to extremes. 
No mention has been made as yet of one thing that might 
alter the entire complexion of the communication busines 
and give quite a fillup to Western Union’s prospects. This 
would be a series of mergers involving American Telephone 
& Telegraph, International Telephone & Telegraph, Radio 
Corp. of America, Postal Telegraph & Cable and Westem 
Union Telegraph, carried out in accordance with a compre 
hensive plan and with Government sponsorship as a sine qu 
non. Let, for example, A. T. & T. go entirely out of it 
telegraph business, give up its teletype service and stay in 
radio only to the extent of the radio telephone. In other 
words, give the telephone company a monopoly on communi: 
cation by word of mouth and keep it within these bounk. 
Let RC A Communications ‘confine itself to the written 
word between this country and others, with the exception 
possibly of ship-shore radio telephone. I. T. & T. should d 
nothing other than operate telephone service abroad and 
its only radio stations should be for the purpose of connect: 
ing the telephones of one country with those of another. As 
for Postal Telegraph & Cable, now undergoing reorganiz 
tion under section 77B of the Bankruptcy Act, it might well 
become the owner of all important American cable systems, 
taking those held by I. T. & T. and Western Union and re 
linquishing all telegraph business in the United’ States. 


Senseless Competition 


Nothing is more ridiculous than the present competition 
between Western Union and Postal for telegraph business— 
offices in the same building right along side one another, both 
replete with a complete staff of girls and messengers and 
probably not enough business between the two of them to 
keep one going properly, to say nothing of widespread dupli 
cation of pole lines and other facilities. It is, however, jus 
because of this great duplication of facilities that Wester 
Union and Postal will have a hard time getting together 
when, as must ultimately be the case, the political bodies 
concerned permit it. Postal has very little that Wester 
Union wants in the physical sense, although Western Ur 
ion’s facilities as they are could handle easily and profitably 
the best part of Postal’s business. As for Postal, it has é 
bear by the tail. Having started out to develop a nation? 
telegraph business, it has progressed just about as far as 
can and now finds itself stymied by the fact that Western 
Union has exclusive contracts with the majority of the cout 
try’s railroads, under which Western Union puts its pole 
and offices on railroad property and the roads use the tel 
graph company’s facilities to communicate about traifi 
Postal cannot, for example, maintain an office in the Grané 

(Please turn to page 669) 
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On a recent day registration statements covering $79,- 
000,000 in corporate financing were filed with the Securities 
Exchange Commission. This is not unusual, for refund- 
ing operations have been heavy for many months. What 
is unusual—and significantly hopeful—is that more than 
half of this total represented not refunding but actual new 
money financing. 

When American business again goes confidently into the 
market to raise additional capital through sale of stocks or 
bonds, what does it mean? It means expansion and modern- 
ization of producing facilities, which in turn means recovery 
and ultimate prosperity in the heavy industries, which in 
turn means jobs for the vast majority of men and women 
who are able and willing to work, which in turn means that 
the basic reason for a badly unbalanced Federal budget will 
disappear. 

If we are to have a normal prosperity financed by private 
initiative it can only be brought about, as it ever has been 
in the past, by normal activity in the capital goods indus- 
tries. They were the heart of the depression. For such de- 
pression as still lingers with us, they are responsible. 

Hence any trend, however modest, that is indicative of 
recovery in new capital financing is of vital importance. The 
accompanying chart shows there is such a trend. On pres- 
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ent indications new corporate capital issues this year will 
total approximately $550,000,000. That is small change 
when compared with such financing during our last period 
of prosperity, but it is impressive when compared with only 
$404,000,000 in such financing last year, only $178,000,000 
in 1934 and only $161,000,000 in 1933. Similarly the start 
of revival in construction early in 1935 appeared painfully 
slow, but it proved of vast importance. Likewise recovery 
in rail equipment demand was at first but a trickle which 
one could easily disparage. Now it has become a decidedly 
hopeful factor in the outlook for the heavy industries. 

Clearly the financing “log-jam” has been broken. The 
machinery of Federal regulation has proved workable, and 
more and more new capital henceforth will flow into pro- 
ductive enterprise through the medium of stock and bond 
financing. Small as yet? Of course it is. Indeed, the new 
capital being raised by industry, the utilities and the rail- 
roads—excluding financial corporations—is but a drop in 
the bucket, but nevertheless is far bigger than it was but a 
short while ago and is tending to grow from month to 
month. It points to better times in 1937. If it continues, 
one can bank on it pointing to eventual prosperity. Logic- 
ally, “pump priming” by the Government should taper off 
as new capital financing by industry increases. 
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Apart from the possibility of further improvement in 
operating efficiency, the prospect of Western Union doing 
very much with its cost items is clearly not very bright. This 
applies, of course, to the majority of other corporations. 
There remains, however, one other chance—the possibility 
of reducing financial costs by refunding debt at a lower 
rate of interest. At the beginning of this year, Western 
Union's total funded debt was somewhat in excess of $106,- 
000,000. Of this, $15,000,000 of debenture 614s, matured 
August 1 and were paid off with an important saving in 
interest charges by funds derived from bank loans and trea- 
sury cash. Then there is $25,000,000 in debenture 5s, ma- 
turing in 1951, which becomes subject to call at 105 next 
December. If general business conditions and the state of 
the bond market remain as they are now, it might well be 
possible to refund this issue with further savings. Nothing, 
however, can be done with the rest of Western Union’s 
debt, for it is all non-callable, at least for the present. There 
. is some $9,000,000‘ in 5s maturing in 1938 and $35,000,000 
also in 5s subject to call at 105 in 1940, but any saving in 
interest resulting from the maturity of the former will be 
minor, while to talk now of possible savings of interest in 
1940 is to look too far ahead. So this leaves the debenture 
5s callable next December, from which under present con- 
ditions about $250,000 a year could be saved if the company 
refunded with a long-term issue and, of course, more if the 
funds were raised by serial bank loans. 


Volume the Main Thing 


So much for costs, let us turn again to business volume. 
If on the whole nothing very much can be done to reduce 
costs, volume becomes, as has been said, Western Union’s 
most important consideration. Whether or not the use of 
the telegram is dwindling, whether or not the company 
gains its full share of the available communication business 
when it is increasing and loses more than it should when it 
is decreasing, the fact remains that Western Union is sensi- 
tive to general conditions. During recovery Western Union 
handles more telegrams and cables: the tempo of its other 
activities rises. For the first six months of this year, gross 
revenues of $47,981,473 were reported, compared with $44,- 
433.854 for the first six months of last year and with $44,- 
504,806 for the corresponding period of 1934. Net income 
for the first half of 1936 totalled $3,055,144, or the equiva- 
lent of $2.92 a share of common stock, a good comparison 
with the $1.82 a share reported in 1935. 

Despite competition from Radio Corp., competition from 
American Telephone and the utterly senseless competition 
of Postal Telegraph, Western Union can count on further 








Western Union Telegraph Co. 
Income Account 
(Six Months Ended June 30) 








1936 1935 1934 
Gross revenues*...... $47,981,473 $44,433,854 $44,504,806 
Repairs and dep...... 6,388,803 6,018,008 5,962,195 
Expenses, taxes, etc... 35,904,884 33,840,310 34,485,151 
Balance.............. $5,687,786 $4,575,536 $4,057,460 
Bond interest ......... 2,632,642 2,675,797 2,676,127 
Net income.......... $3,055,144 $1,899,739 $1,381,333 
Earned per share..... $2.92 $1.82 $1.25 
Present Price ...... $88 
* Includes interest and dividends received. 




















gains so long as the business tide sets so strongly inwards, 
Moreover, although only an opinion, it seems highly likely 
that gross will continue to outrun costs and expenses, at least 
for the next year or so. This indicates larger earnings for 
the common stock and the expectation of larger dividends 
is a natural one. So far this year, one dividend only has 
been declared, but it was the not unimportant distribution 
of $2 a share. It will be surprising if, influenced by earning 
power for the year of possibly three times this payment and 
facing the Government’s new tax on undistributed corpor- 
ate profits, Western Union failed to make another substan- 
tial distribution to its stockholders before the year end. 
Though cheaper than many, even earnings of, say, $6 a 
share and dividends of, say, $4 do not put the common stock 
of Western Union patently on the bargain counter at its 
current price of $87. This price, it would seem, is taking 
into account some of next year’s expected improvement; 
however, as the stock could conceivably pay $5 or $6 a share 
next year, it is possible to conclude that the discounting 
process has not been carried to extremes. 

No mention has been made as yet of one thing that might 
alter the entire complexion of the communication business 
and give quite a fillup to Western Union's prospects. This 
would be a series of mergers involving American Telephone 
&@ Telegraph, International Telephone & Telegraph, Radio 
Corp. of America, Postal Telegraph & Cable and Western 
Union Telegraph, carried out in accordance with a compre: 
hensive plan and with Government sponsorship as a sine qua 
non. Let, for example, A. T. & T. go entirely out of its 
telegraph business, give up its teletype service and stay in 
radio only to the extent of the radio telephone. In other 
words, give the telephone company a monopoly on communi’ 
cation by word of mouth and keep it within these bounds. 
Let RC A Communications confine itself to the written 
word between this country and others, with the exception 
possibly of ship-shore radio telephone. I. T. & T. should do 
nothing other than operate telephone service abroad and 
its only radio stations should be for the purpose of connect: 
ing the telephones of one country with those of another. As 
for Postal Telegraph & Cable, now undergoing reorganiza 
tion under section 77B of the Bankruptcy Act, it might well 
become the owner of all important American cable systems, 
taking those held by I. T. & T. and Western Union and re: 
linquishing all telegraph business in the United States. 


Senseless Competition 


Nothing is more ridiculous than the present competition 
between Western Union and Postal for telegraph business— 
offices in the same building right along side one another, both 
replete with a complete staff of girls and messengers and 
probably not enough business between the two of them to 
keep one going properly, to say nothing of widespread dupl 
cation of pole lines and other facilities. It is, however, just 
because of this great duplication of facilities that Western 
Union and Postal will have a hard time getting together 
when, as must ultimately be the case, the political bodies 
concerned permit it. Postal has very little that Western 
Union wants in the physical sense, although Western Un 
ion’s facilities as they are could handle easily and profitably 
the best part of Postal’s business. As for Postal, it has 
bear by the tail. Having started out to develop a national 
telegraph business, it has progressed just about as far as 1! 
can and now finds itself stymied by the fact that Western 
Union has exclusive contracts with the majority of the cour’ 
try’s railroads, under which Western Union puts its pole’ 
and offices on railroad property and the roads use the tele 
graph company’s facilities to communicate about trains 
Postal cannot, for example, maintain an office in the Grand 

(Please turn to page 669) 
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On a recent day registration statements covering $79,- 
000,000 in corporate financing were filed with the Securities 
& Exchange Commission. This is not unusual, for refund- 
ing operations have been heavy for many months. What 
is unusual—and significantly hopeful—is that more than 
half of this total represented not refunding but actual new 
money financing. 

When American business again goes confidently into the 
market to raise additional capital through sale of stocks or 
bonds, what does it mean? It means expansion and modern- 
ization of producing facilities, which in turn means recovery 
and ultimate prosperity in the heavy industries, which in 
turn means jobs for the vast majority of men and women 
who are able and willing to work, which in turn means that 
the basic reason for a badly unbalanced Federal budget will 
disappear. 

If we are to have a normal prosperity financed by private 
initiative it can only be brought about, as it ever has been 
in the past, by normal activity in the capital goods indus- 
tries. They were the heart of the depression. For such de- 
pression as still lingers with us, they are responsible. 

Hence any trend, however modest, that is indicative of 
recovery in new capital financing is of vital importance. The 
accompanying chart shows there is such a trend. On pres- 
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ent indications new corporate capital issues this year will 
total approximately $550,000,000. That is small change 
when compared with such financing during our last period 
of prosperity, but it is impressive when compared with only 
$404,000,000 in such financing last year, only $178,000,000 
in 1934 and only $161,000,000 in 1933. Similarly the start 
of revival in construction early in 1935 appeared painfully 
slow, but it proved of vast importance. Likewise recovery 
in rail equipment demand was at first but a trickle which 
one could easily disparage. Now it has become a decidedly 
hopeful factor in the outlook for the heavy industries. 

Clearly the financing “log-jam” has been broken. The 
machinery of Federal regulation has proved workable, and 
more and more new capital henceforth will flow into pro- 
ductive enterprise through the medium of stock and bond 
financing. Small as yet? Of course it is. Indeed, the new 
capital being raised by industry, the utilities and the rail- 
roads—excluding financial corporations—is but a drop in 
the bucket, but nevertheless is far bigger than it was but a 
short while ago and is tending to grow from month to 
month. It points to better times in 1937. If it continues, 
one can bank on it pointing to eventual prosperity. Logic- 
ally, “pump priming” by the Government should taper off 
as new capital financing by industry increases. 
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ignificant Foreign Events 


By Grorce W. BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Europe at Sea 


Not only the growing importance of Soviet land and air 
forces but the unostentatious birth of a Soviet fleet in the 
Baltic has created international anxiety. Heretofore, the 
British Navy has been considered by mute agreement as 
the backbone of all non-Soviet naval units in these waters. 
Annual manoeuvers of the British fleet supported this be- 
lief, and this potential ally coupled with coastal forces of 
the smaller Baltic States, together with the Swedish and 
Danish auxiliary ships represented strength sufficient to 
keep the Soviets in check. Conditions today have entirely 
changed. Because of recent international developments, 
the Admiralty has been forced to concentrate the prepon- 
derance of British naval strength in other seas. 

The March, 1936, Naval Agreement concluded between 
England, France and the United States stipulates certain 
specific limitations on types of armaments and tonnage for 
the next six years. Japan refused, however, to adopt the 
parities proposed, arguing that the huge budget appropri- 
ated by the Soviet Government to naval construction jeop- 
ardized the security of Japan and threatened the peace of 
the Far East. In the Occident, mobility of the Soviet fleet 
has been greatly enhanced as a consequence of the Mon- 
treux Conference of last June, which permits an unob- 
structed outlet through the Straits to the Mediterranean, 
and to the Atlantic, providing Spain remains in the hands 
of the Communists. Hence Great Britain hastily concluded 
an accord which included Russia in the existing Three- 
Power Pact, but with the reservation of the acceptance 


by Germany of Soviet naval parity in the Baltic. 

According to reliable sources, six billions of the fifteen 
billions of the 1936 Armament Budget have been devoted 
to the naval constructions and fortifications in the Far East 
and in the Finnish Gulf. The Island fortress of Kronstadt 
at the estuary of the Neva, has become the Malta of the 
Baltic, supported on the mainland by fortifications of the 
French type and extensive subterranean aerodromes for 
naval planes. With the withdrawal of active British sup- 
port in the Baltic Sea, Scandinavian Baltic States have 
turned towards Germany for moral support. The Scandi- 
navian Naval Conference scheduled to take place in Sep- 
tember will examine the various problems of the former 
neutrality policy now rendered definitely obsolete by the 
recent revision of naval parities. 

When Germany and Russia are striving for predomi- 
nance in the Baltic, when Italy is rapidly fulfilling Musso- 
lini’s prophecy that the “Mediterranean must serve as the 
route to indispensable expansion in the world,” when Japan 
competes in the Pacific unfettered by Treaty limitations, 
what is England doing? England, time-honored mistress of 
the seas, alarmed at new contenders, hastily refurbishes her 
fleet, invites closer collaboration in naval affairs with the 
United States and frantically builds armaments. 


* ww 


War or Revolution 


The military service decree raising the active German 
army to a million men was preceded by a violent propa- 
gandist campaign against Russia. To 
many observers the Russian menace to 
Germany is more chimeric than concrete; 
dragged in for popular consumption in 
order to further the Fuhrer’s methodical 








Acme Photo 


Spanish Loyalist artillery in action in Seville 
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effort to control the biggest military 
power in Europe, an effort which com- 
menced before Hitler became Chancellor 
and which will take a few more years to 
complete. A quotation from “Mein 
Kampf” further amplifies this attitude: 
“If we speak of new soil, we can but 
think first of Russia and her subject bor- 
der states.” 

But are these aggressive sentiments 
confined solely to Fascist leadership? Has 
sufficient attention been given to a simi- 
lar decree promulgated by the Soviet 
Government reducing the draft age for 
military service by two years? A stand- 
ing army of two million men which can 
" be rapidly raised to ten million, already 
equipped with eight thousand planes, 
twenty thousand motors, with strategic 
airports in Lithuania on the North Ger- 
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man frontier, can scarcely be regarded as 
a purely defensive force. Sanguine So- 
viet officials continue to proclaim in pub- 
lic speeches that such armaments answer 
exclusively the peaceful needs of a peace- 
ful nation. Almost in the same breath 
they deliver pep-talks to the populace to 
the effect that the “Red Army is the 
vanguard of the World Revolution, the 
protector of the proletariat” and “only 
with the help of a strong Red Army can 
a world revolution be carried out.” This 
feverish armament of the Soviets is ac- 
companied by intensified Communist 
propaganda throughout the world, a 
grapevine intrigue which has already 
borne fruit in Spain and France; shows 
signs of maturing in England and the 
United States. 

The menace of Communism may 
therefore prove more real than imagin- 
ary, and accounts in part for Dr. 
Schacht’s recent plea in Paris for the re- 
nunciation of the Franco-Soviet Pact. 

The present ambiguous position of the French Govern- 
ment rendered proffered offers for closer commercial 
and financial collaboration with Germany premature, and 
undoubtedly impractical. One fundamental issue is para- 
mount in the bitter antagonism between Russia and 
Germany. What would a world revolution of the prole- 
tariat achieve? With the multifarious differences in race, 
religion, climate and culture could a uniform commu- 
nistic system create a harmonious society? Parliamen- 
tary governments are faced with two types of military 
aggression: The Soviet, which seeks to destroy; the Fascist, 
which in spite of its ruthless uprooting of democratic prin- 
ciples, at least professes constructive ideals. 


w Y 


Spain—Where Angels Fear to Tread 


The political and economic aspect of the Spanish situa- 
tion still continues to overshadow the military. The meet- 
ing of minds of the Great Powers since Russia and Italy 
have given assurances of collaboration to form a cordon 
sanitaire, appears now a diplomatic certainty. In this re- 
spect, there is more hope than existed a few weeks ago 
that the virulent epidemic of religious and social conflict 
can be localized and that Spain will be left alone to feed 
upon her own economic tissues until the wasting process 
has paralyzed the country. 

Not the least of discouraging repercussions of the revolt 
has been the enhancement of difficulties which many coun- 
tries have experienced in collecting their financial and com- 
mercial debts. The embargo on gold shipments to meet such 
debts has worked an especial hardship, yet one to which 
most trading nations doing business with European and 
South American creditors have been accustomed to since 
1930. The Spanish commercial debts were usually paid, 
eventually, into some Spanish bank. It was the transfer of 
the debt settlement to the creditor that lagged behind. 

When it became known that Spain was exporting plane- 
loads of gold for the purchase of war supplies, numerous 
foreign creditors cried out that the governmental action in 
shipping the yellow metal was a breach of its own embargo. 
Gold thus sent out of Spain was in reality the gauge of 
eventual transfer, the only proof of Spanish solvency, and 
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Britain builds armaments 


thus was doubly sacred and should be doubly safeguarded 
in the interests of the foreign creditor. Diplomatic repre- 
sentations are known to have been made, stressing these 
points, yet without effect. A government with its back 
against the wall is often inclined to ignore the strict legal- 
ity of expedient tampering with the national gold reserve 
if stronger armaments or swifter planes can save their skins. 

At present several European governments are weighing 
the possibility of retaliating by placing an embargo on 
transfers to Spain. Existing compensation agreements are 
being studied in attempts to find some legal justification 
for impounding Spanish credits abroad until foreign cred- 
its in Spain, which had hitherto been covered by the Span- 
ish gold, could be met in some tangible and satisfactory 
manner. Credit sanctions, in other words, are being con- 
sidered, very quietly, in several European chanceries. Finan- 
cial authorities suggest that they may have an equal chance 
with the late lamented League Economic sanctions: being 
assured of failure if laxly applied by a whole clique of 
embargo-applying nations. Credit sanctions could not stop 
the Spanish civil war. Retaliations in trade and credits at 
this stage could only further dislocate a precariously unset- 
tled commerce. And, if Spain were obliged to ask what 
concessions were required of her, there would still be one 
indisputable fact; the Spanish national gold reserve, to the 
best of informed Continental opinion, has ceased to exist. 

But before Spain can go to work a painful period of 
reconstruction must follow the prostration of the war’s 
aftermath. Whether this reconstruction is undertaken by 
Communist or Fascist dictatorship is of slight consequence. 
In either case, martial law must prevail, and the unhappy 
republic, prematurely conceived, must again succumb to 
the exploitation and subjection which the history of the 
country records since the beginning of the Bourbon rule. 


www 


Fugitive French Gold Finds Refuge in Argentina 


Out of many interesting developments resulting from the 
French Government’s embarrassment with the high French 
franc, one significant fact escapes general attention: not a 
little fugitive French gold is taking the road to Argentina. 

(Please turn to page 680) 
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Travelers Again Are Flocking 
to the Sleeping Cars 


Lured By Low-cost Comfort 


By FerDINAND OTTER 


| HAVE just returned from an ex- 
tensive business trip. Despite the 
warm weather, I thoroughly enjoyed 
it. People were cheerful; and the 
Pullman cars were cool, clean and full! 

More people are traveling; and the 
railroads are getting more than their 
share of the increase. Faster trains, 
thoughtful conveniences, lower fares, 
air conditioning, more club cars, bet- 
ter food and courteous service at last are making an impres- 
sion on the public, especially on discriminating people. For 
instance, I was told that there were 538 people on my 
Lackawanna Limited train from New York to Buffalo. A 
year ago that day the conductor admitted that she carried 
only 56. The five Pullman cars were full. I well remem- 
ber how back in 1933 I rode from Washington to New 
York on one of the best trains of the Baltimore & Ohio 
with seven other Pullman passengers. 

I talked with many peple—traveling men, vacationists, 
politicians, oil men, paper manufacturers, bankers, men and 
women. Being impressed with the improvement in railroad 
passenger trafhc, I tried to find out why people were taking 
the train. The traveling men told me they were making 
more trips because there was more business; they found the 
train safer, cheaper and more comfortable than their private 
cars; and some of them admitted that they preferred to sleep 
in an air-conditioned Pullman rather than in a stuffy hotel 
bedroom. Until the days of air-conditioning, they tried to 
avoid sleepers; now they plan their trips so as to sleep on a 
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comfortable air - condi 
tioned train. 

The vacationists had 
much to say about lower 
fares and the dangers of 
automobile travel. The 
women spoke about how 
much more clean the trains 
are than formerly. Bank- 
ers thought the railroads 
might get back on their feet financially, after all. Some of 
the more wealthy said they liked the airplane, but could not 
get over the idea that it was not always safe. One pointed 
to a card in the car vestibule which read: 


“The 1935 Record 
Lives Lost in Pullman Cars—None 
In over Seven Billion Passenger Miles Traveled.” 


That interested me, so I looked up the statistics. I found 
that last year The Pullman Co. carried 15,497,000 passen- 
gers 7,146,000,000 passenger miles without a single pas’ 
senger or employee fatality. 

The railroads seemed to be doing better in the West than 
in the East. The trains were better patronized—and the 
trains were better. The equipment was more modern— 
more streamliners—and the service was faster. Low fares 
have been in force a year longer in the West, and the roads 
are twelve months ahead of the East in gaining back 
trafic. Low fares have been in effect in the East only since 
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June; but the aggregate passenger traffic revenues in dollars 
of the Eastern roads already are larger than under the higher 
fares. New Haven, it is said, had to borrow 1,200 pas- 
senger cars to handle its Fourth of July traffic. 

But what impressed me most of all was the mental attitude 
of railroad men. They were happy. Typical remarks: 
“Give us two or three years more of traffic like this and we 
will be back in clover;” “Folks seem to have money again, 
and they are spending it;’ “Why should they travel in 
buses? The cars are more comfortable, and they are safe!” 
“For the first time since the automobile became an institu- 
tion, we are getting more passenger trafhc;” “Why didn’t 
they cut fares long ago?” Something has happened to these 
railroad men; they are getting their “pep” back. No 
longer do they feel that they are part of a slowly dying in- 
dustry. 

But the railroads, or at least most of them, never will 
make any “big money” out of passenger traffic. It serves 
to sweeten earnings, and provides an additional use for a 
roadbed that has to be maintained to carry freight traffic, 
and it is good advertising. But passenger traffic really is im- 
portant in the gross of comparatively few roads. Four big 
Eastern systems, Baltimore & Ohio, New Haven, New 
York Central and Pennsylvania carry about 40 per cent of 
the country’s passenger trafic. Even among these compan- 
ies, New Haven is the only one to derive about half its 
gross from passengers. 


More Orders for Rolling Stock 


The growth in passenger traffic, however, really is im- 
portant to Pullman, Inc., the company which, through 
subsidiaries, owns and operates the Pullman cars and the 
biggest passenger and freight car manufacturing enter- 
prise in the world. As a result of the growing boom in 
railroad traffic, Pullman Co. is earning more ($1,168,046 
profit in the first half of 1936 against $2,241,938 loss in the 
first half of 1935) and Pullman-Standard Car Manufactur- 
ing Co. is booking more orders for cars, both passenger and 
reight. 

The Pullman Co. is one of America’s oldest and most sub- 
stantial industrials, originally organized in 1867 as Pull- 
man’s Palace Car Co. For years the stock paid regular and 
liberal dividends, and the company constantly added to its 
liquid and physical wealth. Soon after the war, when the 
trend in passenger trafic began to move in the wrong direc- 
tion, some of the liquid capital was used greatly to expand 
car manufacturing activities, and in 1934 the various equip- 
ment subsidiaries were merged into Pullman-Standard Car 
Manufacturing Co. All the capital stock of The Pullman 
Co., the original unit which operates the Pullman cars, all 
the stock of Pullman-Standard Car Manufacturing Co., as 
well as all shares of two smaller subsidiaries, now are 
owned by Pullman, Inc., a holding company formed in 1927. 





et oe 
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The Sources of Pullman’s Income | 
(In Millions of Dollars) | 


From From From 

Cars Manufacturing Securities 
BUS ctAee ckaseas 1.6 loss 0.2 profit 1.3 profit 
CL SM Se 1.2 profit 1.7 profit 
_ See 0.5 loss 3.8 loss 1.7 profit 
Ae 1.2 loss 4.0 loss 1.4 profit 
| SRS 3.2 profit 3.0 loss 2.5 profit 
MED Gi wacoaw aes 5.6 profit 10.0 profit 3.3 profit 
ee 10.4 profit 6.1 profit 3.0 profit 
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The holding company, the shares of which are traded on 
the New York Stock Exchange, has 3,820,180 shares of no 
par value issued, junior neither to bonds nor preferred stock. 
The present dividend rate on these shares is $1.50 per 
annum. 

It is indicated by current earnings and the company’s 
outlook that in 1936, for the first time since 1930, Pullman, 
Inc., will earn as much as it pays out in dividends. Consoli- 
dated profits for the first half year were 71 cents a share 
against 7 cents a year ago, and the second half is expected to 
be more profitable than the first six months, both in the car 
making and in the transportation divisions. 


Reserves Come in Handy 


Pullman, Inc. was able to continue dividends during 
the period of poor earnings by drawing on its accumu- 
lated financial fat. The company’s net working capital 
at the end of 1930 was 72.7 million dollars, but unearned 
dividends and improvement and acquisition expenditures 
reduced the surplus of current assets over current liabilities 
to 49.2 million dollars at the end of 1935. This year there 
may be a moderate increase in net working capital, since 
capital expenditures are smaller and dividends apparently 
are being earned. 

Only a strong company, well managed and with a far- 
seeing management could have passed through times like 
1931-1935 without depriving stockholders of dividend in- 
come at the same time constantly improving its ability to 
earn when business recovered. During the depression, Pull- 
man actually air-conditioned some 3,300 of its cars; and at 
the end of 1935 was operating 3,238 air-conditioned units 
against only 2,637 air-conditioned passenger cars owned by 
all the railroads in the United States. 

Statistics are tiresome; but it is interesting to know of 
what the assets of the company and its subsidiaries consist. 
It has 8,027 Pullman cars (5,057 in operation at end of 
1935); fourteen plants with an annual capacity to produce 
113,300 freight cars, 3,150 passenger cars, 540,000 car 
wheels, 60,000 tons of forgings; one of the world’s largest 
air-conditioning organizations; a railroad equipment manu- 
facturing subsidiary in France; $49,214,000 of working capi- 
tal, including $26,619,000 of cash and U. S. Government 
securities. 

Since the incorporation of the present holding company, 
Pullman, Inc., in 1927, the railroad equipment industry has 
not had a single really good year and until 1936 the Pull- 
man car business had been slipping; yet Pullman earned 
$16,943,081, or $4.37 a share in 1930 and $17,678,698, or 
$5.24 a share in 1929. Given a good railroad equipment 
year and a continuation of the present trend in railroad 
traffic, it should not be difficult for the organization to set up 
a new earnings record sometime during the next two to 
five years. 

Pullman’s sources of income in late years are significant 
because a study of them gives some idea of the possible earn- 
ings of the company in the future. It will be seen from the 
accompanying table that the earning power of Pullman, Inc. 
certainly is more than 23 million dollars a year (1929 peak 
from transportation plus 1930 peak from manufacturing and 
securities) or better than $6 a share on the stock. It may 
seem a long way from $1.50 or $1.75 a share in 1936 to peak 
earning power as estimated; but it is a long way from what 
the car subsidiary is doing today to what it can do; and a 
long way from present conditions in railway equipment 
to a real good year. Actually 1930 was far from a record 
year in the car building business, and the Pullman-Standard 
Car units could have handled a lot more business. In 
recent years, the best part of the car manufacturing divi- 

(Please turn to page 679) 
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Understanding Today’s Market 


Fluctuations 


U. S. Industrial Alcohol Displays 
Supersensitive Technical Action 


By Freperick K. Dopce 


‘SB S. INDUSTRIAL ALCOHOL is oftentimes one of 
the most spectacular actors marketwise in the whole list 
ef well-known stocks. In March and early April of this 
year, for example, its price rose in two swiftly upward 
surges from about 42 to 58 on far higher volume of 
transactions than had been seen in more than a year. 
Its fluctuations over a period seem to have little relation 
to those of the general market, frequently soaring in price 
when there is little interest elsewhere, and, just as often, 
sagging when other stocks are strong and active. What 
are the reasons behind these periodic displays of super- 
sensitive technical action independent of general market 
trends? 

For one thing the company operates in an industry 
that is distinctly speculative. A great majority of the 
changing factors bearing on the profits of units in the field 
are beyond the control of managements. Profit margins 
are substantial at times and then disappear entirely, and 
there is little that can be done about it. For this reason 
alone the capital stock of U. S. Industrial Alcohol falls 
definitely in the speculative category, and may be expected 
to be a quite volatile market performer. But there is a 
second important consideration that contributes further to 
the tendency of the stock to move drastically in one direc- 
tion or the other when new developments affecting the 
company directly or indirectly arise. This is the fact that 
there are relatively few of the shares outstanding and 
available for trading purposes. These two considerations 
mark the capital stock of U. S. Industrial Alcohol as a 
highly speculative issue, subject to wide price movements 
when significant news, or changes in market sentiment 
toward its group, occur. 


Seasonal Demand 


The company’s principal product is industrial alcohol, 
which is used primarily as an anti-freeze in motor vehicle 
engine cooling systems and as a solvent in various manufac- 
turing processes. It is estimated that a very large propor- 
tion of denatured alcohol is consumed in the form of 
anti-freeze agents. The demand for this item is, of course, 
highly seasonal, and furthermore, dependent upon the 
vagaries of winter weather. Increasingly severe competi- 
tion in the anti-freeze business, moreover, has been en- 
gendered by the comparatively recent introduction and 
promotion of new solutions for the purpose, many of them 
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not using alcohol as one of the components of the mixture 
In the alcohol field itself there is, besides, a very great 
excess capacity for production. Sporadic price wars, there: 
fore, are a common occurrence in the industry, and par 
ticularly so when winter weather is disappointingly mild 
and producers feel the necessity of getting rid of surplus 
stocks later on in the season. Under these conditions, it 
is small wonder that earnings are not evenly distributed 
throughout the year, and that there is little that can k 
used to form the basis for confident forecast of profits 
over future months. 


Increasing Diversification 


But this is not all. The raw material used by this com 
pany in the manufacture of ethyl alcohol, is, of course, 
sugar molasses, or blackstrap. This item is normally 
available in large quantities during the sugar grinding 
season in Cuba. The seasonal period for this product 1 
normally short, and also is sometimes made shorter by 
governmental restrictions placed upon the amount of sugat 
that may be ground. The alcohol manufacturer is obliged 
to buy the best part of a year’s raw material needs in 2 
rather brief interval of time. This, again, is a_ highly 
speculative operation, fraught with danger of losses owing 
to inventory value declines if price structures in the indus 
try become weak subsequently. It is therefore of ad 
vantage for the producer to seek long-term contracts with 
consumers for their estimated requirements at price level 
affording a fair profit based upon raw material costs and 
other expenses incident to the manufacture and distribution 
of ethyl alcohol. This, however, the consumer is only 
willing to do within limits, and when price structures in 
the alcohol industry become vulnerable, often leads to 
serious trouble. 

U. S. Industrial Alcohol, of course, has sources of other 
income not dependent upon the highly speculative ethy! 
alcohol business. It has reached this position over the pas 
few years through the transfer of some of its interests 0 
other companies in return for stock in these organizations 
It now has an interest in the alcoholic beverage field throug 
ownership of a block of National Distillers Products Corp 
capital stock. A 50 per cent interest was previously hel? 
in Penn-Maryland, Inc., and this was sold to Nationé 
Distillers in 1934 in exchange for 138,000 shares of th 
latter company’s stock. In December, 1935, the company 
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exchanged its holdings of Pure Carbonic Co. of America 
for capital stock of Air Reduction Co. It is understood 
that 5,258 shares of Air Reduction are now held. Inci- 
dentally, U. S. Industrial Alcohol was able to show non- 
recurring profits on the sale of these holdings, which served 
to bolster earnings over the past two years of relatively 
poor profit opportunities in the alcohol field. Dividends 
paid and to be paid in the future on these stock holdings 
of U. S. Industrial Alcohol may be regarded as somewhat 
in the nature of profits secured through diversification into 
other lines that are more stable earners than those in 
which U. S. Industrial Alcohol is primarily interested. 


Stake in Solvents 


Diversification into more stable and profitable lines is 
currently being carried on within the company itself. The 
management has been placing increasing emphasis on sol- 
vents and other chemicals using alcohol as a base, and 
consequently, is presently probably less dependent upon the 
anti-freeze business than the average organization in the 
trade. The company has also been re-equipping alcohol 
plants in order to cut production costs to as low levels as 
possible. It has been stated in the trade that U. S. Indus- 
trial Alcohol now numbers some 60 different solvents using 
alcohol as a base, and is, furthermore, proceeding with 
new experimental plants for the production of cellulose 
acetate, employing processes developed by Air Reduction 
Co., and used in the manufacture of acetate rayon, films, 
and safety glass. All these are certainly steps in the 
right direction involving, as they do, lowering of costs of 
operation and tending toward greater diversification into 
lines of less speculative characteristics 

Despite all the commendable efforts of the management, 
however, U. S. Industrial Alcohol, over the period covered 
in this discussion, remained largely dependent upon the 
antifreeze business for its volumes and profits. Newer 
activities apparently have not been significantly profitable 
to date, but, of course, appear to hold much promise of 
earnings over the longer term. A very substantial propor- 
tion of income in recent years, moreover, has been plowed 


back into new facilities for the production of old and new 
products, resulting in lower reported earnings than other- 
wise possible. Present and prospective stockholders have 
been watching with keen interest all these developments 
and have attempted to evaluate them in terms of future 
profit possibilities. 

The capitalization of U. S. Industrial Alcohol is quite 
simple. There is no funded debt and no preferred stock. 
Only 391,033 shares of capital stock are outstanding. Of 
this amount, Air Reduction Co., as of April 18, 1936, is 
reported to have owned 77,800 shares, presumably as an 
investment, which leaves some 313,233 shares that may 
be regarded as the maximum “floating supply” subject to 
the factors of supply and demand in the market. Such a 
number of trading units, especially when they are selling 
at price levels popular for trading purposes, is very small 
indeed. When favorable or unfavorable news develop- 
ments suddenly appear, or market sentiment toward the 
issue changes for other reasons, the technical action of 
the stock is almost sure to be volatile. 


What the Chart Shows 


The accompanying graph showing the daily price and 
volume changes for U. S. Industrial Alcohol capital stock 
is useful as an illustration of its market action under differ- 
ent influences which apparently accounted for its behavior 
at particular times. At the beginning of the year 1936, the 
stock was selling in the low 40s, no higher than it was at 
the start of 1935. Incidentally, all during the past year 
there had been little interest in the issue and its price lagged 
definitely behind the bull market in the general run of 
securities. This tendency continued until about the middle 
of February, 1936, when the price movement and the 
greater activity indicated clearly that a change in phase 
was in the making. At point “A” on the chart, we 
have outlined this series of price changes which took the 
form of a triangle with a flat top. This formation is 
regarded by chart theorists as highly significant of the 
possibility of a strong upward movement soon to follow. 

(Please turn to page 674) 
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Making Money On Paper 


In Most Divisions of This Highly Competi- 
tive Industry Things Are Getting Better 


By J. C. Cirrrorp 


‘Teme are numerous divisions in the paper industry, 
but almost without exception one thing characterizes them 
all: the keenness of the competitive conditions under which 
they operate. The optimism with which paper companies 
will expand facilities is exceeded only by the ruthlessness 
with which they subsequently cut their own and their 
rivals’ throats. Although the demand for paper does vary 
quite widely according to the tempo of general industrial 
activity and despite the fact that there is some secular 
growth, in that more and more things are being packed 
in paper, nevertheless paper is really a consumer industry. 
From the productive side, however, it is accustomed to act 
like the darnedest of capital goods industries: let demand 
approach a balance with supply and it is not long before 
supply is running hog-wild. The resulting adjustment must 
invariably produce acute financial pain. 

The newsprint division is an excellent case in point. The 
consumption of newsprint moved steadily forward for 
years: it about tripled between 1909 and 1929. News- 
papers grew in popularity; the increase in population pro- 
vided more people to read them; the vast increase in adver- 
tising stimulated the expansion. During the war years 
the price of newsprint soared and it was reasonable to 
expect that it would break with that of other commodities 
after the post-war 
boom. This happened 
and the price which 
was some $130 a ton 
in 1921 was $50 a 
ton lower three years 
later. But afterwards 
when other commodi- 
ties were steady, or 
rising, the price of 
newsprint went on 
drifting down until it 
reached $40 a ton in 
1933. 

Just as it is easy 
to understand why 
newsprint prices rose 
during the war years, 
it is easy to under- 
stand why they fell in 
the thirties. But when 
not even the boom of 
the twenties could 
hold them up, it is 
obvious that there was 
something radically 
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Bourke-White Photo, Courtesy Oxford Paper Co. 


One of 80 beaters in a mill in Maine. The beating process 
prepares fiber for proper matting. 


wrong. This something was a tremendous over-capacity— 
a world over capacity and in this case it is world capacity 
that counts, for newsprint, wood pulp and pulp wood come 
into this country duty free. 

As no one can go on selling some product below the 
costs of production forever, the below-cost of newsprint 
resulted in bankruptcies and receiverships for some of the 
biggest factors in the industry. Price Bros. & Co. and 
Abitibi Power & Paper have both been declared bankrupt 
by the Canadian courts. Although incorporated in Canada, 
a great deal of American money was sunk in these com- 
panies, particularly the latter. 

Nevertheless, while the sky is by no means free of 
clouds, there is available considerable evidence that the 
newsprint industry has seen the worst. The long years of 
hard times have had their inevitable effect: inefficient plants 
have been closed, others have been moved nearer the source 
of low-cost raw material and there has been considerable 
rehabilitation and modernization of machinery. At the 
same time, the recovery throughout business generally has 
lifted the demand for newsprint, with the result that while 
output on this continent is close to record proportions it 
has recently been found possible to raise the price $1.50 a 
ton to $42.50 for delivery next year. According to some 
authorities, the price 
should have been 
raised more vigorous 
ly, for with further 
gains in business and 
the enlargement of 
newspapers they fore’ 
see an actual shortage 
of newsprint at any: 
thing approaching 
present prices. Cer 
tain it is that the most 
recently announced 
price increase does 
not mean any undue 
prosperity for pro 
ducers, as most, if not 
all, of it will be ab 
sorbed by higher costs. 
Nevertheless the mere 
fact that it was pos 
sible to raise prices at 
all represents some 
gain. 

Today, following so 
Many reorganizations, 
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bankruptcies and mergers, the American security interest in 
newsprint is confined largely to the International Paper & 
Power Co. This company is a holding company that grew 
out of the International Paper Co., incorporated in New 
York almost forty years ago. In 1928 the International 
Paper Co., which had expanded mightily during the previ- 
ous few years, decided to segregate its paper activities from 
its comparatively ill-related electric power business. The 
result was the present holding company, whose two 
principal subsidiaries are the International Paper Co., 
representing a concentration of paper interests, and the 
International Hydro-Electric System in whose hands lie 
concentrated the unrelated power and public utility prop- 
erties. The latter’s operations are confined largely to 
properties in the New England states and in the Canadian 
provinces of New Brunswick and Quebec. So far as the 
International Paper & Power Co. is concerned, the fact 
that it controls important utility properties is of little 
practical value, for its holdings of the Class B common of 
Hydro-Electric have been written off entirely. The power 
company has never paid a dividend on the Class B stock 
and there are large accumulations on the preferred. 

This has the effect of making the International Paper & 
Power Co. solely a paper company for all intents and pur- 
poses. It is not, however, solely a newsprint company, as 
it manufactures in addition, southern kraft paper and 
board, groundwood specialty papers, book, tissue and wrap- 
ping papers. Vor each of the four years, 1932, 1933, 1934 
and 1935, a deficit was reported. There was a loss in the 
first quarter of this year. In the second quarter, however, 
larger volume and a closer control of expenses resulted in 
anet profit of $665,217, equivalent to 74 cents a share on 
900,983 shares of 7 per cent preferred stock, on which 
dividends have accumulated almost to the total of $33,- 
000,000. 

International Paper & Power's second quarter profit would 
have been larger except for $318,000 which was appropri- 
ated from earnings to meet the Federal Government's tax 
on undistributed profits. The case affords an excellent 
illustration of the absurdity of this tax. The International 
Paper & Power Co. has lost millions over the past few 
years. It has built up a deficit from operations of some 
$12,000,000 and both the laws of Massachusetts under 
which the company is incorporated and the laws of New 
York state under which the International Paper Co., the 
principal subsidiary, is incorporated, prohibit the payment 
of dividends while such a situation obtains. Thus, is the 
company caught between the Federal law which says you 
must and the state laws which say you mustn't. 


Large Bank Loans 


With bank loans of $16,000,000 outstanding at the end 
of the last year, with a huge amount of accumulations on 
the preferred and with the possibility that the deficit from 
operations will have to be eliminated in the face of the 
tax on undistributed earnings, it is clear that there is little 
more than hope behind International Power & Paper's 
“A,” “B” and “C” stocks. Even the preferred at the cur- 
tent price of $39 a share must be considered an out-and- 
out speculation and by no means an obviously cheap one 
at that. 

The largest individual newsprint company operating 
solely in the United States is the Great Northern Paper 
Co. whose stock is listed on the New York Curb. This 
company, however, publishes annual balance sheets although 
no statement of earnings, but in that dividends were paid 
without interruption throughout the depression, it has 
dearly fared better than the majority of its contemporaries. 

e stock is quoted currently around $32 a share and on 
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Among the Leading Paper Companies 





Earned per Share 
1st 6 mos. 1st 6 mos. Current 
1936 1935 Price 
Container Corp. of America... 0.74 0.66 21 
Crown Zellerbach........... 0.162 0.072 9 
Gair (Robert).............. NF NF 6 
Great Northern Paper..... NF NF 34 
Int. Paper & Power......... 0.29p def 39p 
Kimberly-Clark. . ; 0.84 0.55 26 
St. Regis Paper... . NF NF 5 
Scott Paper...... 1a Gree 1.49b 2.07c 61 
Sutherland Paper. Staiger 1.87 1.01 34 
Union Bag & Paper......... 1.06d 1.14e 40 
NF—Not available. a—Quarter ended July 31, including subsid- 
iaries except Crown Willamette Paper. b—On 284,951 shares. 
c—On 168,872 shares. d—12 months to June 30—on 261,423 
shares. e—12 months to June 30—on 146,074 shares. p—On the 
7% preferred. 

















the regular dividend of $1 a share annually the yield is 3.1%. 

As has been the case with newsprint, the paperboard 
division also is notorious for price instability and keenness 
of competition. In recent times, however, conditions have 
been better and some companies have made a not-unim- 
pressive showing. Boxes, cartons and containers of a 
thousand varieties are made from dozens of different kinds 
of paperboard. The three principal factors in the field are 
Container Corp., Sutherland Paper and Robert Gair. Each 
of these three companies is expanding, either gobbling up 
others or building new plants. Container Corp. is the 
largest, followed by Robert Gair which has the doubtful 
distinction of having lost so much money in 1929, 1930, 
1931 and 1932 that a reorganization was necessary, while 
Sutherland Paper has the best record, having lost money in 
only one year, 1932. 


Currently, All Make Money 


Currently, they are all well in the black. For the six 
months to June 30, 1936, Container earned $481,845, after 
taxes and charges. This was equivalent to 74 cents a share 
on the outstanding common stock and compared favorably 
with the 66 cents a share reported for the corresponding 
previous period. For the full year 1936, Container might well 
report earnings at least double the $1 dividend that is now 
being paid. Last year Robert Gair earned the equivalent 
of 46 cents a share on its outstanding common stock. For 
the first six months of this year profit before taxes and 
interest on income notes was in the neighborhood of $200, 
000, or considerably less than half that reported for the 
first six months of 1935. In contrast, Sutherland Paper 
reported earnings equal to $1.37 a share of common stock 
for the first half of this year, compared with $1.01 a share 
for the same period of 1935. The regular quarterly divi- 
dend has just been raised from 25 cents a share to 40 cents; 
in addition a 20-cent extra was declared. Sutherland's 
specialty is the parafhned container in which butter, lard 
and like products are customarily packed. Not long ago 
the company introduced a container for oil which promises 
to give the usual tin container a real run for its money. 

Among paper companies, the best showing has long been 
made by those which concentrated their activities upon the 
finer papers, or which have managed to fire the public’s 
imagination with a trademarked product. The Scott Paper 
Co. is a case in point. The company’s ScotTissue, Scot- 
Towel and Waldorf toilet tissue and towel products have 

(Please turn to page 672) 
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Platinum Booms 


A short five months ago platinum 
was quoted at $32 an ounce, or less 
than the price of gold. Today, plati- 
num is worth $70 an ounce, while a 
cousin, iridium, is priced at $175. New 
York is trading in negotiable certifi- 
cates of deposit for platinum and cir- 
culars are being mailed detailing the 
metal’s merits as an investment. The 
boom is being accompanied by all kinds 
of rumors of the improvement in indus- 
trial demand and prospective export 
embargoes on the part of the big pro- 
ducer, Russia. While the metal may 
go higher, everything points to the plati- 
num metals being a pretty dangerous 
speculation at these prices. While the 
boom lasts, however, it will be of bene- 
fit to the International Nickel Co. of 
Canada which produces appreciable 
quantities of all the platinum metals. 


* * * 


Brevities of Here and There 


The $110,000,000 bond offering of 
Brooklyn-Manhattan Transit of a few 
months ago established a record for size 
since the passing of the Securities Acts. 
American Telephone & Telegraph, 
however, may shortly carry out a re- 
funding operation half as large again. 

. . To Packard goes the distinction of 
being the first company to bring out its 
1937-model car. The f.o.b. price of the 
new “six” will range from $795 to $910 
and if its reception is comparable in 
any way with that given the “120” it 
may not be long before we have four 
companies competing vigorously in the 
so-called low-price field. . . . On Sep- 
tember 1, the value of all shares listed 
on the New York Stock Exchange 
amounted to $54,532,083,000. This is 
a gain of $7,500,000,000 for this year 
alone. Even though they be only “pa- 
per profits,” a number of people evi- 
dently are feeling richer. . . . Railroad 
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For Profit and Income 





equipment stocks may look high on 
present earnings, but remember that the 
profits from the large volume of orders 
they are currently receiving will not 
get into earnings reports for some time 
—perhaps the majority of it not until 
the first quarter of next year... . The 
rise in the price of fluid milk which 
went into effect in New York City on 
September 1 has helped to restore profit 
margins to National Dairy Products 
and Borden. From an earnings stand- 
point both companies are now doing 
much better. 


_ 2. 


Airplane Sales Up 


The Aeronautical Chamber of Com- 
merce of America announces that sales 
of commercial airplanes during the first 
six months of this year totalled 654, 
compared with 442 during the corre- 
sponding period of 1935, a gain of 
48%. Deliveries of commercial air- 
craft engines amounted to 1,239 for the 
first half of this year, against 903 in 
the first half of 1935, a gain of 41%. 
Unfilled orders for commercial craft are 
large and when one takes into consider- 
ation that the Government still awaits 
delivery of an important volume of 
naval and military craft it would ap- 
pear that the builders of airplanes were 
going to employ their expanded plant 
to good advantage. 


* * 


Bangor & Aroostook to 
Offer Preferred 


When a railroad thinks about offer- 
ing stock, even preferred stock, to the 
public, business must be getting better. 
Stockholders of the Bangor & Aroo- 
stook are to vote on a plan to redeem 
the road’s 34,800 shares of 7% pre- 
ferred (par $100) with the proceeds 
from an issue of 5% cumulative, con- 
vertible preferred stock. The new pre- 








ferred is to be convertible into two 
shares of common up to July 1, 1941, 
on payment of $5, up to July 1, 1946, 
on payment of $10 and thereafter on 
payment of $20. The new preferred 
may well interest investors, for the com: 
mon today is quoted around $45 a share 
and a comparatively small gain would 
give the conversion feature concrete 
value. 


* * * 


Profit-sharing for Employees 


With so much actual labor trouble 
and more impending, the treatment ac’ 
corded employees by a corporation be 
comes a matter of lively interest. Not 
only is it of interest to the student of 
business and social conditions, but it 
has a direct pocket-book interest to 
stockholders. More and more is it be: 
coming agreed that employees should 
participate in the prosperity of the com 
pany for which they work. In the past, 
this usually took the form of stock pur 
chase schemes under which employees 
acquired an interest in their company 
for less than it could be obtained in the 
open market. These plans, however, 
developed one serious drawback: many 
employees lost their jobs and found at 
the same time that they had lost most 
of their savings because of the decline 
in the stock market. The new way— 
and a great improvement on the old 
from every standpoint—is to raise the 
wages of employees automatically when 
ever earnings are above a certain point 
In the case of the Westinghouse Elec 
tric & Manufacturing Co. employees 
receive 1% more than their standard 
rate of pay for each $60,000 by which 
the previous three months’ earnings 
averaged in excess of $600,000. And 
this means something; moreover, whe 
increased pay is due them, employees 
do not have to wait an age to receive tt 
For August Westinghouse employees 
received 14% more than normal, if 
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July 13%, in June 11% and in May 
9%, the month in which the plan was 
put into effect. The Keystone Steel 
f Wire Co. of Chicago has recently 
announced a similar plan. A good re- 
lationship between corporation and em- 
ployee is so important and such plans 
so obviously can be counted upon to 
foster it that it will be surprising if the 
movement fails to grow apace. 


* * * 


The Adverse Effects of 


Government Compbetition 


The Commonwealth & Southern 
Corp. is a holding company for public 
utility properties and is well up among 
the most important organizations in its 
field. It is the company’s misfortune, 
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110. Contrast this with the 7% pre- 
ferred of Alabama Power which is sell- 
ing for 81 and the 6% preferred of 
Tennessee Electric Power which is 
quoted around 67. It may be, of course, 
that the first two of these preferreds are 
inherently stronger than the second two 
but, on the other hand, the second two 
companies have registered greater gains 
in earning power and there is no doubt 
that it would have been reflected to a 
greater extent had the factor of govern- 
ment competition not existed. 


* * * 


Business Improves, But Not 
All Companies Do Well 


As one would naturally expect from 
the pace at which business is improv- 


Martin Dam-—-Commonwealth & Southern System 


however, that several of its major sub- 
sidiaries lie within the sphere of influ- 
ence of the Federal Government's util- 
ity “yardstick,” the Tennessee Valley 
Authority. It is a generally accepted 
axiom that a public utility should be 
permitted to earn enough money to 
maintain its property and its credit. If 
this is permitted, the service should be 
good and the company is enabled to 
raise money at a reasonable cost to 
care for any future demands that might 
be made upon it. In the case of Com- 
monwealth €& Southern subsidiaries, 
however, the credit of those coming 
within the influence of TVA is not 
rated as high in the open market as 
those falling outside such influence. 
For example, the $5 preferred of Con- 
sumers Power (Michigan subsidiary) 
is currently quoted at its call price of 
105 and the 6% preferred of Ohio Edi- 
son also is selling at the call price of 
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ing, the majority of corporate reports 
coming to hand are gratifying to stock- 
holders. Nevertheless, earnings state- 
ments are not universally good and 
those in this category serve to empha- 
size the fact that businessmen still have 
their difficulties. Gold Dust Corp., for 
example, has just reported a net profit 
of only $1,510,467 for the year ended 
June 30, last. This was equal, after 
dividends paid on the preferred stock 
(now redeemed) to 71 cents a share 
on the outstanding common stock, ex- 
cluding the shares held by the company 
itself. In the previous fiscal year the 
company earned the equivalent of 97 
cents a share of common stock. These 
figures, however, are not the whole pic- 
ture, for the later report includes a 
non-recurring profit of $701,443 de- 
rived from the sale of securities. The 
official explanation of the decline in 
earning power includes the higher price 


of raw materials, higher taxes and ad- 
verse competitive conditions. As higher 
prices and higher taxes are obstacles 
with which almost every business is 
contending, clearly the main thing that 
makes Gold Dust an exception to the 
general improvement in earning power 
is “adverse competitive conditions.” Al- 
though Gold Dust is strong financially 
and the management hopes that the in- 
creased expenditures for advertising 
and merchandising will reverse the 
present trend of profits, it will be in- 
teresting to watch actual developments. 

Incidentally, Gold Dust’s principal 
investment was in the stock of the 
Beech-Nut Packing Co. and one could 
hardly expect the latter, despite good 
earning power, to make much progress 
in the face of such liquidation as took 
place. Beech-Nut has moved ahead 
several points in the past week or so, 
now that the pressure is off 


* *# * 


The Seasonal Influence 


Although business fluctuates much 
less than it once did in accord with the 
time of year, the seasonal factor has 
by no means disappeared. With cold 
weather rapidly drawing close, one 
might expect the amusement companies 
to do better. As a matter of fact, the 
motion picture stocks have just com- 
menced to discount increased attend- 
ance and the release of better pictures. 
The liquor companies are another group 
that always enjoy their best business in 
the third and fourth quarters: if the 
festive spirit prevails at any time it is 
during the Thanksgiving, Christmas 
and New Year holidays. The business 
of the merchandise companies always 
picks up in the fall and they are re- 
ported to be anticipating the best 
Christmas season in years. Despite the 
election, the nearer materialization of 
present expectations should result in 
higher prices for the securities of com 
panies favorably affected by the sea 
sonal influence this fall and winter. 


* *+# * 


Few Securities on Margin 
The Board of Governors of the Fed- 


eral Reserve System has just issued a 
report analyzing for the first time the 
credit being extended by brokers on 
securities. There have long been fig- 
ures showing loans to brokers and deal- 
ers on the part of banks, and “brokers’ 
loans” as compiled by the New York 
Stock Exchange, but we now have a 
new figure of “customers’ debit bal- 
ances,” the trend of which will show 
exactly how much buying has been on 
“margin.” The stock and bond pur- 
chases of the past year have been pre- 
dominantly for “cash.” 
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appreciation of their significance is necessary in 
order to arrive at a proper interpretation of the 
more sensitive indexes. 


REF 


Probably the most apparent of these new fac- _ 
tors has been the shift in the National Automobile 
Show from January 1, to November 1. (Novem- i100 





ber 11, this year). Previously it had been the 
normal experience in the automobile industry for | 
production and sales to reach a peak in the spring | 
and early summer. But with the debut of new 
models scheduled two months earlier, the auto- 
mobile industry during the past year showed con- 
siderable deviation from normal. Not only were 
sales stimulated in a period which previously had 
been one of change-over from old models to new, 
but the seasonal slowing down of automobile 
production this year is occurring in late summer 
and early fall months. The effects of this change 
were apparent in all major business indexes. 
Authorities do not agree as to the barometric 
effectiveness of automobile production figures and 
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in the computation of some business indexes it is 
given a lower weight than its economic importance 
would appear to warrant. It is argued that the industry 
is too erratic and lacking in seasonal character to be a 
wholly reliable component. Whatever the statistical im- 
portance of the automobile industry, anyone endeavoring 
to evaluate the state of business is unlikely to be seriously 
misled by an examination of automobile production and 
sales data. 

The automobile industry consumes yearly such large 
quantities of steel, chemicals, copper, textiles, rubber and 
other basic commodities that its contribution to the eco- 
nomic welfare of the nation must inevitably be a major 
one. So essential has the automobile become that next to 
food, shelter and clothing it is probably the most important 
ittm in the family budget. Automobile sales, therefore, 
are a pretty reliable indication of public confidence and 
a measure of purchasing power. No significant change in 
the tempo of business is likely to be experienced which 
would not be reflected in the figures for the automobile 
industry and anyone relying on a limited number of busi- 
ness indexes cannot afford to disregard this major and 
dynamic industry. 

Electric power production is another widely used mea- 
sure of business activity, and rightly so because its value 
aa single index reflecting conditions in a broad diversity 


of industries is readily apparent. Observing, however, that 
electric power output has been making new high records, 
one might be prompted to inquire why such is the case, 
while business as a whole is still some distance away from 
the 1929 level. For one thing current figures on electric 
power production include greatly increased consumption 
for strictly domestic purposes reflecting the use on a much 
greater scale than in 1929 of such appliances as electric 
refrigerators, oil burners, washing machines and _ heating 
equipment. On the other hand, industrial consumption has 
likewise increased with the accelerated pace of business, 
with the result that the relative importance between 
household and industrial consumption has not been signifi- 
cantly altered by the gains scored by the former. In 1935, 
according to the Edison Electrical Institute, large whole- 
sale commercial consumers accounted for 53 per cent of 
electricity sales, and small retail consumers 18 per cent, or 
a total of 71 per cent for these two leading industrial 
outlets. Domestic consumption in 1935 accounted for 18 
per cent. In 1932 domestic sales were 19 per cent of the 
total while the two classes of industrial consumption ac- 
counted for 69 per cent. Since 1929, domestic consump- 
tion has increased its percentage of the total about 5 per 
cent, but the probabilities are that if industry were operat- 

ing on a 1929 scale, the actual ratios would show 
— no great change from those which were shown in 





that year, for it is certain that in industry also 
the use of electricity is on a much broader scale 
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than it was seven years ago. The fact, moreover, 
that the percentage of industrial consumption to 
the total production of electrical energy is so 
large, strongly suggests that any recession in busi- 
ness would be promptly reflected in production 
figures. This would probably hold true even if 
allowance is made for the possibility that domestic 
consumption continued to rise for some time after 
a reaction in business had actually developed. Yet 
this index gives an over-optimistic picture of busi- 
ness because of the strong secular growth in use 
of electricity. 

Freight car loadings are regarded by many as 
being one of the most revealing indexes of business. 
The degree of activity in manufacturing, mining, 
agriculture, lumbering and wholesale and retail 
trade is reflected in the movement of freight. It 
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would be superficial reasoning, however, to draw 
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Low-Priced Opportunities 
Just Out of the Red 


Moving from the “Pay Point” to Higher Earnings 


Studebaker Corp. 


After four years of deficits, opera- 
tions of Studebaker currently have 
been restored to a profitable basis. The 
efforts of a thorough overhauling in the 
company’s finances and manufacturing 
program are beginning to bear fruit and 
the prospects of a larger yield next 
year are distinctly hopeful. 

In the first six months this year, 
Studebaker sales totaled 47,596 units. 
This is far and away the best showing 








Earnings Per Share 
1st 1st 


Price Range 
6 mos. 6 mos. 1936 Recent 
1935 1936 High Low Price 
Nil $0.46 145% 9 13% 








made by the company in some time and 
the extent of current gains may be 
more fully appreciated when it is noted 
that for the full year 1935, sales of 
45,726 units were less than in the first 
half of this year. For the full 1936 
year, the company plans to produce 
close to 85,000 cars, a goal which seems 
quite likely to be reached. In the first 
eight months, the company turned out 
more than 50,000 units. New models 
are scheduled for introduction on Sep- 
tember 15, and an average of 7,500 
cars for the last four months should be 
readily absorbed on the basis of the 
showing made earlier this year. 
Studebaker Corp., emerged from re- 
ceivership March 9, 1935, and was the 
first major company to be reorganized 
under section 77-B of the Federal Bank- 
ruptcy Act. The reorganization sup- 
plied the company with about $6,500,- 
000 in cash and a substantial reduction 
in depreciation costs was effected by 
reducing property valuations from 
about $49,000,000 to $15,000,000. 
Rarely, if ever, in the past has a defunct 
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automobile company been able to stage 
a genuine comeback. The indications 
are, however, that Studebaker may well 
prove an exception. If it does, it will 
reflect no small measure of credit upoa 
the aggressiveness and skill of its man- 
agement. Since reorganization the com- 
pany has steadily enlarged its dealer 
organization and it is probable that by 
the end of the year, dealer outlets will 
exceed 3,000. Further. the manage- 
ment has been successful in placing op- 
erations on a more economical basis and 
the resulting savings have been an effec- 
tive factor in restoring profitable opera- 
tions. 

Capitalization of Studebaker Corp., 
consists of $6,819,946 of 6% convert- 
ible debentures and 2,159,717 shares of 
capital stock. Holders of the deben- 
tures have the privilege of converting 
into the common stock at $12.50 a 
share until December 22, 1944. In- 
terest on the 6% debentures is a fixed 
charge on the company at 3% annually 
until January 1, 1938. The balance is 
payable out of earnings at the discre- 
tion of the management. Any interest 
accrued prior to January 1, 1938, is due 
and payable at maturity. Financial 
position is good. Current assets, on 
June 30, last, totalled $13,826,897, in- 
cluding $8,375, 618 in cash, while cur- 
rent liabilities were $4,503,191. 

In the first six months of the current 
year, the company reported net profit 
of $1,004,830, equivalent to 46 cents a 
share on the stock. Net in the second 
quarter amounted to $900,175. Third- 
quarter operations will reflect the early 
shutdown of the company’s plants in 
preparation of new models, which 
coupled with the cost of new models 
will preclude a profitable showing. On 
the other hand the company will gain 
an advantage by the early showing of 
its 1937 cars and the prospects are that 
for the nine months, as well as for the 


full year, results will be well in the 
black. 

The company’s ability to extend its 
recent gains substantially into 1937 will 
depend upon the continued vitality of 
the automotive industry as a whole and 
the success of Studebaker in meeting 
the keen competitive conditions im- 
posed upon the “independent” automo- 
bile manufacturers. On the basis of 
the progress shown thus far, however, 
the possibilities are sufficiently promis: 
ing to lend an interesting speculative 
feature to the company’s shares. 


Electric Power & Light Corp. 


For the first time in many months, 
the common stock of Electric Power @ 
Light Corp. has a small equity in the 
consolidated earnings of this large pub- 
lic utility and natural gas system. Con: 
solidated earnings of the Electric Power 
& Light Corp., for the 12 months ended 
July 31, last amounted to $6,131,525 as 





Earnings Per Share 


12mos. 12 mos. Price Range 
1936 


to July 31 to July 31 Recent 
1935 1936 High Low Price 
Nil $0.12 17% 63% 16 


——— 








compared with a loss of $200,294 in 
the same period of 1935. Current re 
sults were sufficient to cover a full 
year’s dividends on the company’s $7 
and $6 first preferred and $7 second 
preferred shares and leave a_ balance 
equal to 12 cents a share for the com 
mon. While the gain in current earn 
ings reflects the rising trend in the con 
sumption of electric power, a greater 
measure of the improvement has been 
contributed by one of the principal 
subsidiary units, the United Gas Corp. 
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Not only is United Gas one of the 
foremost producers of natural gas, un- 
questionably a commodity of the utility 
industry which may be credited with 
dynamic possibilities, but the company’s 
discovery of important oil resources in 
the Rodessa field earlier this year would 
appear to have opened up an important 
additional source of revenue. At last 
reports, United Gas had over 100 pro- 
ducing wells in this field and output 
is being restricted to conform with pro- 
ration schedules. Operating revenues 
of United Gas were up more than $7,- 
000,000 for the 12 months to July 31, 
1936, and a gain of nearly $3,000,000 
was recorded in the three months ended 
July 31, last. 

About one-third of the consolidated 
revenues of Electric Power & Light 
Corp., is derived from the sale of nat- 
ural gas, chiefly through United Gas, 
while about half of the company’s rev- 
enues is contributed by sales of elec- 
tricity. Industrial output accounts for 
about 40% and domestic uses, 44%. 
Operating subsidiaries comprise two 
principal groups, serving Southern Mis- 
sissippi states and Idaho and Utah. 
While the company is vulnerable to the 
Public Utility Act of 1935, its present 
set-up suggests that it is unlikely to be 
seriously dismembered. There is, more- 
over, an excellent chance that the Act 
may be declared unconstitutional, and 
in the meantime Electric Power & Light 
is singularly free from the menace of 
competition from Government or mu- 
nicipal power plants. 

Capital structure of the company 1s 
typical of the pyramiding engaged in by 
public utility holding companies prior to 
the depression. In addition to its own de- 
bentures outstanding in the amount of 
$31,000,000, subsidiary debt amounts to 
some $218,000,000. The company also 
has outstanding 515,135 shares of $7 
and 255,430 shares of $6 first preferred 
stock, 83,614 shares of $7 second pre- 
ferred stock and 3,419,489 shares of 
cmon. About 17% of the second 
preferred and 58% of the common is 
owned by Electric Bond & Share. Ac- 
cumulated dividends on all classes of 
preferred stock amount to approximate- 
ly $21,300,000 as of June 30, last. 

Electric Power & Light’s interest in 
United Gas is represented by owner- 
ship of 884,610 shares of United Gas 
second preferred stock, 3,795,086 shares 
of common and option warrants on 
3,601,011 additional shares of common. 
Total back dividends on both classes of 
United Gas preferred amounted to 
more than $38,000,000 at the end of 
last June, and only recently the com- 
pany has started to eliminate accumula- 
tions on the first preferred shares. 
Should United Gas ultimately discharge 
all accumulated dividends on its second 
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preferred stock, Electric Power & Light 
would receive an amount more than 
sufficient to pay all of the accumulations 
on its own preferred stock—all classes. 
To consider this possibility, however, 
is to put the situation in an exception- 
ally favorable light. It is more likely 
that should the Public Utility Act be 
declared invalid that both United Gas 
and Electric Power & Light will seek 
to remove the obligation of accumulated 
preferred dividends through some 
method of recapitalization. 

The nature of the capitalization of 
Electric Power & Light is such that 
considerable leverage is imparted to the 
common stock and once all charges and 
preferred dividends are covered, per- 
share results could gain sharply with 
only a comparatively modest increase in 
operating income. On the other hand, 
the common is obviously some distance 
removed from dividends. The shares, 
however, are the type of issue which 
might well attract a considerable spec- 
ulative following, particularly if the 
regulatory aspects of the public utility 
situation take a turn for the better. 


American Steel Foundries 


After several false starts, a revival 
worthy of the name in the railway 
equipment industry appears to be well 
under way. Orders for freight cars, 
locomotives and maintenance equip- 
ment are substantially ahead of those 
of any recent year and with the bene- 
fit of sustained railroad trafic seem 








Earnings Per Share 


1st 1st Price Range 
6 mos. 6 mos. Recent 
1935 1936 High Low Price 
Nil $0.82 441, 2014 43 








likely to hold at levels which will per- 
mit representative equipment manufac- 
turers to make their best showing in 
five or six years. 

American Steel Foundries manufac- 
tures railroad car and tender trucks, 
clasp brakes, couplers, bolsters, brake 
beams, side frames, etc. Of secondary 
importance are ‘such products as cast- 
ings used in the manufacture of heavy 
machinery, steamships and other indus- 
trial purposes. Twenty-one plants lo- 
cated throughout the country enable 
the company to render unusually efh- 
cient service to the railroads. The com- 
pany has been one of the first bene- 
ficiaries of enlarged equipment pur- 
chases by railroads, and is in a position 
to profit both from the purchase of 
new rolling stock and repairs to old. 

Under normal conditions, the com- 


pany has revealed substantial earning 
power and during the eight-year period 
prior to 1931 earnings averaged. $4.76 
a share for the common stock. Con- 
sidering the very limited purchases 
of railroad equipment during the de- 
pression, American Steel Foundries 
gave a very good account of itself. 
Losses aggregated less than $4,000,000, 
which caused no serious drain on the 
company’s strong financial position. At 
the end of last year, current assets 
amounted to $11,719,943, including 
cash and Government securities total- 
ling nearly $6,000,000, while current 
liabilities were only $1,132,301. 

The ability of American Steel 
Foundries to make a good showing, 
despite a comparatively limited volume 
of business, is indicated by operating 
results last year. Despite the fact that 
a loss of $313,141 was shown in the 
first nine months of 1935, increased 
sales in the final quarter were sufficient 
to enable the company to offset this 
loss and show a profit of $116,692 for 
the full year. 

American Steel Foundries has no 
funded debt. Capitalization is com- 
prised of 55,267 shares of 7% pre- 
ferred stock and 970,414 shares of 
common. No dividends have been paid 
on the common since 1931 and, until 
recently, dividends on the preferred 
shares were being paid at the rate of $2 
annually. On September 30, the full 
quarterly rate of $1.75 will be restored 
on the senior shares and accumulated 
back dividends amount to about $17.50 
a share. It would require less than 
$1,000,000 to liquidate preferred ar- 
rears, but the current need for work- 
ing capital may tend to defer any ac- 
tion in this respect for a time, at least. 

Earnings last year were equivalent to 
$2.11 a share on the preferred stock. 
In the first six months of this year, 
profits of $996,263 were equal after all 
charges and preferred dividends to 82 
cents a share on the common. In con- 
nection with these latest earnings, it 
is to be noted that the company set 
aside an amount calculated to be its 
obligation under the surplus earnings 
tax, recently enacted. Had not this 
provision been made the common would 
have shown earnings equal to $1.06 a 
share. American Steel Foundries has 
the distinction of being one of the few 
major enterprises to make this tax 
allowance. 

Reflecting the constructive character 
of recent developments, the company’s 
common shares have recorded substan- 
tial gains marketwise. Prevailing quo- 
tations, however, do not appear un- 
duly excessive in relation to the com- 
pany’s improved prospects over the 
somewhat longer term, and with any 
reaction from present levels would ap- 
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pear to afford a desirable speculative 
acquisition. 


Marion Steam Shovel Co. 


The years of depression have 
stretched out much further for the 
Marion Steam Shovel Co. than they 
have for the average industrial enter- 
prise, even those identified with the 
heavy industries. The company suf- 
fered losses in every year since 1929. 








Earnings Per Share 
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2nd 2n Price Range 

quarter quarter 9 Recent 
1935 1936 High Low Price 
Nil $0.42 131% 5 13 








The reasons are fully disclosed by the 
nature of its business. The company 
manufactures steam, electric, gasoline 
and gasoline-electric excavating shovels. 
In addition, the company makes vari- 
ous other types of excavators, cranes 
and equipment both standard and built- 
to-order. Replacement parts are an 
important division. This is the type of 
equipment which undoubtedly can be 
kept serviceable for some time and 
which is not replaced until business 
and industry are convinced that new 
machines can be maintained in prof- 
itable use. Hence, the sharp drop in 
the company’s sales as soon as distress 
signs appeared on the business horizon 
in 1929, and their belated response to 
the increased business activity of the 
past several years. 

The company is not a large enter- 
prise, judged by present-day standards, 
nor has it a large capitalization, both of 
which features stood it in good stead 
when faced with the problem of absorb- 
ing a long series of unprofitable years. 
In addition to $2,311,000 first mort- 
gage 6% bonds due in 1947, there are 
outstanding 26,050 shares of 7% pre- 
ferred stock and 95,181 shares of com- 
mon. Interest payments were main- 
tained on the bonds without interrup- 
tion, despite the company’s failure to 
earn fixed charges fully since 1929. 
Dividends on the preferred stock, how- 
ever, were promptly omitted in 1930 
and total back payments now amount 
to more than $42. Full liquidation 
of preferred dividends in cash would 
require upwards of $1,000,000. From 
the standpoint of the common stock- 
holder, the degree of prior capitaliza- 
tion plus the comparatively small 
amount of common outstanding results 
in an appreciable leverage factor. As- 
suming that the company can count on 
a rising volume of sales from this point 
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on, earnings on the common could 
record sizable gains. 

Last year the company reported a 
loss of $157,540, which compared with 
a loss of $215,287 in 1934. The June 
quarter this year, however, saw the 
company definitely “out of the red.” A 
net profit of $85,590 for the latter 
period was equal, after charges and 
allowance for preferred dividends, to 
42 cents a share on the common stock. 
In the initial quarter of this year, the 
company had a loss of $54,102, so that 
for the first six months net profit of 
$31,488 was equal to $1.21 a share on 
the preferred stock. 

The financial report as of June 30, 
last, disclosed total current assets of 
$3,934,198. Cash amounted to $455,- 
299, nearly sufficient to cover total cur- 
rent liabilities of $500,656. 

The company is subject to active 
competition in its field but its prod- 
ucts enjoy considerable prestige, so that 
with a further revival in heavy con- 
struction, road building and mining, it 
will doubtless obtain a generous share 
of available business. Considerable im- 
provement is being discounted by pre- 
vailing quotations for the common, but 
the possibilities that the leverage factor 
may produce important gains in per- 
share results with a further enlarge- 
ment in the company’s volume of busi- 
ness would appear to lend well defined 
speculative interest to the shares at 
this time. 


Pittsburgh Screw & Bolt 
Corp. 


Tangible evidence of the marked im- 
provement which has taken place in the 
operations of Pittsburgh Screw & Bolt 
Corp. is to be found in the recent ac- 
tion of directors in declaring a dividend 
of 1244 cents a share of the stock, 
the first since 1931. Only a year ago, 
operations were showing a loss. 

Pittsburgh Screw & Bolt Corp. man- 
ufactures a complete line of standard 
bolts and nuts, screws and _ rivets. 
Specialty products include a device for 
the protection of threads at the end of 
a pipe and a patented self-locking nut. 
More recently, the company has ex- 
tended its activities to include the 
manufacture of steel alloy propellor 
blades and hubs for airplanes. Although 
the latter divisions are contributing an 
important share of current business, the 
company is predominantly dependent 
upon the same economic factors which 
influence the demand for steel and 
other heavy materials and products. 
The revival of the railway equipment 
business, for instance, has undoubtedly 


been an important factor in the gains 
registered this year. 

Prior to 1931, the company had 
enjoyed an extended series of profitable 
years, but during the depresssion ad- 
verse business conditions generally were 
aggravated in the case of Pittsburgh 
Screw & Bolt by its close association 
with the heavy industries. Deficits 
suffered during this period, however, 
were absorbed without undue difficulty 
or impairment of finances and, on the 
whole, the company weathered a crucial 
experience in a creditable manner. 








Earnings Per Share 


1st 1st Price Range 
6 mos. 6 mos. 1936 Recent 
1935 1936 High Low Price 
Nil $0.35 11% 7 11 








In 1934, operations produced a profit 
of $228,696, equal to 16 cents a share 
on the capital stock but, contrary to 
the experience of general industry, a 
loss of $46,004 was shown in 1935. 
The showing last year was due to 
rising costs of raw materials and ad- 
verse marketing conditions growing out 
of excessive competition. Subsequently, 
however, the latter situation has been 
alleviated and a more favorable price 
situation has prevailed. Coupled with 
improved demand and large Govern: 
ment orders for airplane propellors, 
better prices have permitted the com- 
pany to record a sizable upturn in 
current earnings. In the first six 
months of this year, a net profit of 
$501,522 compared with a loss of 
$83,932 in the same period a year ago. 
Applied to the capital stock, net this 
year was equal to 35 cents a share. 

Ahead of the company’s 1,434,553 
shares of stock is funded debt aggregat: 
ing $3,520,000 5Y%4% debentures due 
1947, at the close of last year. Fi 
nancial position is comfortable. Current 
assets at the end of June amounted to 
nearly $5,000,000, including cash of 
$1,220,297 and marketable securities of 
$1,096,635, while current liabilities 
amounted to only $705,778. 

As a low-cost speculative vehicle, 
the shares of Pittsburgh Screw & Bolt 
have the elements of a profitable hold- 
ing over the months ahead, their chief 
appeal at this time being based upon 
the more promising outlook for the 
heavy industries generally. 


Associated Dry Goods Corp. 


Retail trade, and department store 
sales particularly, promptly recorded 
(Please turn to page 674) 
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The Business Analyst 


— No Summer Recession 





Owine to the sustained 
demand for both used and 
new motor cars this year, 
production of automobiles, 
which directly and indirectly 
figures prominently in the 
country’s total volume of 
business, is not only greater 
now than a year ago but is also following in its week to 
week fluctuations a strikingly different pattern of seasonal 
variation. At present writing, Plymouth and Hudson 
plants are closed for changing over to the 1937 models; but 
Packard and Studebaker are already back on production. 
Ford and Chevrolet may maintain continuous production 
until late in September and then shut down for only a few 
days. Other makes plan to suspend operations at various 
dates for about a month. To meet this situation it has been 
necessary to revise the Index of Business Activity somewhat, 
beginning with the week ended August 1. On the revised 
basis our index of per capita production has just advanced 
to within 5.5% of normal, a new high for the recovery, and 
about 25% ahead of last year at like date. All components 
have participated in the improvement, with exceptions of 
check payments, coal production and car loadings—the latter 
being held down temporarily by lower than normal seasonal 
shipments of coal and wheat. Electric power output con- 
tinues to reach new all time record levels. 

Wholesale trade in July, anticipating a heavy autumn 
demand, was 31% ahead of July, 1935. Retail reports for 
July include a 37.3% gain for Sears, Roebuck, as compared 
with July, 1935: an 18% rise in rural merchandise sales; and 


Sustained Motor Demand 
Trade Outlook Good 

- Steel Operations Steady 
— Rail Earnings Rise 


a 19% increase for chain 
stores throughout the coun- 
try. New life insurance, 
however, dropped 16.8%. 
For the month of August, re- 
tail trade is reported to have 
made a somewhat less satis- 
factory comparative showing. 
Thus, for example, while the country’s department stores 
did a 15% greater dollar volume of business in July than 
during the corresponding month a year earlier; sales in the 
New York metropolitan area for the first half of August 
were up only 6.8%, and unofficial reports indicate that the 
second half may not have been so good as the first half. 
Such slackening in retail trade as took place in August 
appears to have been caused more by hot, muggy weather 
than by crop damage. The latter factor will not act as a 
serious brake upon merchandise sales until food prices begin 
to soar some months hence. Just at present the cost of 
living is only 3.4% higher than a year ago; though farm 
prices are up 13%, and sooner or later this must be reflected 
in dearer food which will leave consumers in the lower 
income brackets less to spend upon other things. On the 
other hand, with the country’s total food supplies for the 
coming twelve months estimated at only 5% below the 
1925-9 average, nothing approaching famine prices need be 
feared. The largest shortages will be in milk, butter, fruits, 
potatoes and canned vegetables. Meats, eggs and fresh 
vegetables will be in about the same supply as during the 
1934-5 drought season, and well above the 1925-9 average. 
And so it appears that, while drought influences and a 
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Leated political campaign may cause some retardation in the 
rate of business improvement, no sustained recession of 
important magnitude is likely to occur so long as the coun- 
try’s purchasing power and the demand for capital goods 
continue to expand. Thus recently released reports com- 
paring figures for July with those of the same month in 
1935, disclose a 30% increase in the amount of dividends 
declared; a gain of 6% in non-agricultural employment, and 
an expansion of 12% in payrolls. Moreover, owing chiefly 
to heavy marketings of grain and livestock at high prices, 
farm income. in July soared temporarily to a level 56% 
above the corresponding month a year earlier, against a 
seven months’ gain of only 18%. Machine tool orders in 
July increased 25% over July, 1935; while residential per- 
mits gained 182%, and total construction contracts actually 
awarded increased 85%. 


The Trend of Major Industries 


S T E E L—Stocking of finished steel by consumers because 
of difficulties in obtaining prompt deliveries and in anticipa- 
tion of wage increases and higher prices which probably can 
not be delayed much longer has enabled the steel industry 
to operate at practically a wniform level through the sum- 
mer months when a considerable recession usually takes 
place. Yet the distribution of activity is far from uniform. 
In some lines—notably strips, plates and structural shapes— 
mills are practically operating at capacity, while in other 
lines considerably more business could be handled promptly. 
Rather curiously, structural steel makers are operating at 
an average of 80% of practical capacitv. while construction 
contracts are only 50% of normal. ‘ine discrepancy has 
three explanations: first, orders are running well ahead of 
the tonnage going into consumption; second, indexes of 
construction activities based upon dollar values understate 
the amount of tonnage required, since prices are below nor- 
mal; and third, a number of mills could turn out more ton- 
nage, and probably will be obliged to before the year is over, 
but are reluctant to speed up operations, since this would 
involve the use of inefficient equipment which is badly in 
need of repairs or even replacement. 


MET ALS—While armament activities have again run 
the price of foreign 


capacity can hardly be delayed beyond Election Day, who- 
ever wins. Speculative buying has shoved platinum up to 
$70 an ounce, compared with an average price of $34 
during 1935. Zinc has advanced five points since our last 
issue. The Treasury has recently been buying silver in 
London again, probably for Cuban account; while Mexico, 
owing to lower prices for the metal, has resumed the use of 
silver coins. 


PETROLEU M—The Bureau of Mines predicts that 
gasoline consumption in September will run 13% ahead 
of September, 1935 and, with inventories down to the low- 
est level since January, there is every prospect that third 
quarter profits of the industry as a whole will be even bet- 
ter than for the second quarter. 


RAILROAD S—Class I railroads report for July a 
27% rise in operating revenues, and an increase of 129.5% 
in net operating revenues (against only a 35% gain for 
seven months), over the corresponding period of 1935. Pas- 
senger revenues of eastern lines, under the lower fares, 
were up 19.4% in July, compared with the 7.1% gain in 
June. Some of the bus lines also report an increase in the 
number of passengers carried; though it is reliably estimated 
that dollar revenues of eastern bus lines in the aggregate 
fell off 40% during June and 30% in July. 


BOTTLES AND COR K S—Now that the Spanish 
revolution has cut off the chief supply of cork, mechanical 
bottle tops are in growing demand. 


T IR E S—Contrary to previous experience, tire prices have 
been maintained this summer in refreshing contrast to the 
price war that was waging a year ago. Inventories are low 
and consumption expanding; so that the industry's outlook 
is reasonably promising. 


Conclusion 


While politics and conditions arising from the drought, 
along with possible labor disturbances associated with a 
rising cost of living, may cause a moderate amount of 
hesitation in business, no sustained recession of impor 
tance seems likely so 
long as the country’s 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities in 


which you may be interested or on the standing and reliability of your broker. 


This 


service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 








F. W. WOOLWORTH CoO. 


To what do you attribute the recent rise 
m F. W. Woolworth stock? Will its new 
$1 top mean larger earnings and conse- 
quent higher stock values? Also do you 
expect further chain store tax laws in many 
states to affect Woolworth adversely?— 
M. L., Brooklyn, N. Y. 


In our judgment, the moderately im- 
proved demand for the shares of F. W. 
Woolworth Co. may be attributed to a 
number of factors. In the first place, 
the stock has long been a favorite with 
investors and its present dividend re- 
turn is considerably better than that 
obtaining on many other comparable 
issues. While it is true, of course, that 
the indicated less rapid expansion of 
revenues than in the case of companies 
engaged in certain other lines of busi- 
ness is partially responsible for the 
stock’s failure to attract a large specu- 
lative following, the threat of further 
increased chain store taxes doubtless 
has played a major role. However, 
the net effect of these taxes on Wool- 
worth is far less important than many 
people believe, since the number of 
units operated by the company in those 
states having chain store taxes is well 
below that of many other companies, 
grocery chains, for instance. This tax 
is usually graduated upward according 
to the number of stores operated and 
in few of the states where such taxes 
obtain does the company run up against 
the higher brackets. In the opinion of 
competent observers, the threat of addi- 


tional chain store taxes of consequence 
is diminishing, due in part, at least, to 
the tremendous opposition of house- 
wives who apparently recognize the 
economies offered by the chains. Rising 
costs, of course, present a serious prob- 
lem to any organization retailing mer- 
chandise at a fixed price, but the man- 
agement of Woolworth has apparently 
found the solution in successively rais- 
ing the limit until now, as you state, it 
will test the retailing of articles up to 
$1. This policy has obviously placed 
the company in a position to raise 
prices on its lower cost lines where 
necessary to maintain profit margins, 
while it has also increased the number 
and quality of articles which the com- 
pany may offer. At the same time, 
Woolworth has retained its low price 
appeal which has been responsible in 
no small measure for its long record of 
successful operations. Sales reports of 
the company thus far this year have 
shown improvement over a year ago, 
the volume during the month of July 
being the largest ever experienced by 
the company for that month. Financial 
condition of the organization is in ex- 
cellent shape and this, together with 
the improvement in sales, would seem 
to assure continuance of the present 
$2.40 annual rate on the stock with 
the possibility that this will be increased 
or supplemented by extras. While we 
do not look for any sharp upturn in 
earning power, we nevertheless feel 
that gradual improvement will be wit- 


nessed in line with a return to more nor: 
mal business conditions and employ: 
ment. We accordingly believe that 
you are warranted in looking for fur 
ther appreciation in the shares. 


UNITED STATES RUBBER CO 


Recently I bought some United States 
Rubber common and now have several 
points profit. Do you advise retention for 
further increase; or will seasonal factors, 
to which I understand this company is sub- 
jected, make it unlikely that the stock will 
move materially above present levels?— 
C. W. N., Camden, N. J. 


An examination of past earnings 
records of United States Rubber Co 
fails to reveal any marked variation 
in the company’s business between the 
first and second half of the year. Asa 
matter of fact, net sales of the company 
in the final half of 1935 ran well above 
those for the six months ended June. 
Thus, we do not believe that the sea: 
sonal factor should be stressed in ap 
praising the company’s stock. Recent 
business of the company has shown a 
decided change for the better. Sales 
during the first six months of this year 
totalled $71,400,634, the best recorded 
since the first half of 1930. In that 
year, however, the company showed a 
loss of $2,797,403, whereas in the first 
half of this year net income stood at 
$2,187,902, equivalent to $3.36 a share 


(Please tcrn to page 669) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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mailed 

telegrams are always confirmed the same day. 
of the wires you select, therefore, you will receive our complete 
service by mail through our 8-page Weekly Edition issued every 
Tuesday and through Special Editions as required. 


HIS facsimile bulletin was 


Our bulletins shall be sent Air Mail or Special Delivery on 
receipt of a deposit of $3 to cover the extra postage. Your 
deposit will be accounted for by us. 


We ask you to note particularly the definite and concise manner 
in which our recommendations are made. This policy is rigidly 
followed at all times—it is a distinctive feature of the Forecast. 
Qur methods are based on 17 years of successful counsel and 


have proven most practical and profitable to our clients. 
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Code Book has had time to reach you.) 





Your Enrollment Will Start at Once But Date from October 1, 1936 


THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB. 


I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. 
less of the telegrams I select I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 


4 TRADING Short-term recommendations following important intermediate market movements. Three 
to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60% margin. 
UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
L P a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
O PORTUNITIES of all recommendations on over 60% margin. 
C] BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
IN prospects. One to two wires a month. Three to five stocks carried at a time. $1,500 
DICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
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Include a Complete List of Your Present Securities for Our Analyses and Recommendations 


American Smelting - - - 15 Points 
Commercial Credit - - - 


S Points 


Even Ten Share Commitments Would 
Have Brought You Over $200 Profit 


HE average price obtained for American Smelting was 

8934—a profit of 1544 points bringing the total profit 
this year on this stock alone to 3914 points. The average 
price paid for Commercial Credit was 72 and it has 
already advanced to 8014 proving an outstanding per- 
former in recent weeks. 


Low-priced stocks are selected in our Unusual Opportun-. 
ities on a similar basis. Recent illustrations are provided 
by Timken Detroit Axle with 5%% points profit or 31% 
appreciation, Zenith Radio with 714 points profit or 41% 
appreciation and Allied Stores with 4 points profit or 
45% appreciation. 


Indicative of the consistent accuracy of our advices is our 
record to date this year. Closed transactions show 237 


points profit . . . after deducting losses. Our open posi- 
tion shows 139 points profit with only 1414 points loss 


. a ratio of more than 9 to 1. 


Enroll as a client of the Forecast to profit substantially 
A 50% 
recovery from the depression low would bring leading 


from the major recovery cycle now under way. 


security averages at least 25% above the prevailing level. 


Participate in our current advices and new stocks to be 
selected by mailing the coupon below with your re- 
Only 15 points profit on a 10-share 





mittance—today. 
commitment would more than cover our service for a 
full year. This profit might readily result from our first 


recommendations to you. 





NEW YORK, N. Y. 


Il understand that regard- 
($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our 
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Fall Opportunities in 
Motor Stocks 


New models stimulating 
market interest in this group. 


UTOMOBILE manufacturers are 

now swinging into production on 
new models preparatory to the an- 
nual show in November. 
Full time operations and substantial 
earnings improvement are in prospect 
for many units in this and allied in- 
dustries over the coming months, of- 
fering interesting investment oppor- 
tunities. This week’s UNITED 
OPINION Bulletin carries a survey 
of the motor and motor accessory 
industries with analyses and chart- 
studies of the following important 
stocks: 


Chrysler Bendix 
Gen. Motors Borg-Warner 
Packard Timken 


For an introductory copy of this timely 
report and full information on the United 
Opinion method of forecasting— 

Send for Bulletin W. S. 44 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston, Mass. 








—ATT Ao 


A LOW-PRICED STOCK 
FOR LARGE PROFIT 


We have selected a cheap stock which ap- 
peals to us as being one of the most attrac- 
tive speculations on the New York Stock Ex- 
change. It is selling much below its pros- 
pective value. Those who buy this stock could 
make excellent profit during coming months. 


The security in question is within the reach 
of all investors, selling for around $15 a 
share. The company his greatly improved pros- 
pects. Rusiness is expected to expand sharp- 
ly. Earnings could pick up rapidly. In short, 
this is truly a bargain stock. 


The name of this stock will be sent to you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STO‘ Ks."" No charge 
—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 163, Chimes Bldg., Syracuse, N. Y. 











Election Year 
Stock Prices 


Stock market charts during 
Autumns of election years since 
1g00 sent free upon request. 


LAPHAM, Davis 


x BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 
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Industrials and Miscellaneous 
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RMD Soot oa sie byeihd as wie 57% 16% 4514 15 5444 26% 3144 
Aviation Corp. Del... ......0cscccscnee 10%4 334 5% 234 734 456 54% 
B 
Baldwin Loco. Works............... 16 4% 6% 1% 6% 2% 33% ; 
ok. becca se cee ane 4534 23 66%4 37% 195% 1634 17% .15 
ee Yee 1934 10% 20% 14 26 18 21% 1 
Bocch-Wat PACKINE. oo. oss cess 1654 58 95 72 96% 85 96'4 “3 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 











1934 1935 1936 Last Div’d 
“a ~ — ————.._ Sale Pe 
B High Low High Low High Low 9/2/36 Ed 
ANNE EIIIN 66 o.cicis- cs. vise iala sop 8:0 237% 9% 2414 11% 8134 2154 2834 71 
eee eee ire 40 26 57'4 34 574% 48 56% *2 
Bethlehem Steel Raat ao Sie WISiawr ie SE 49 4% 24% 52 2154 6844 4534 6744 
= oy gore TE Pe ae ie +5 § es ore = 63% 41 434 3 
EINE 5o5.s:o:d0's 20:0 0 900 os 4, A 323g 255% 29% 1.60 
ae Waeler...........-..0.... 315% 16% 7035 98% = «B3ig «GA 76 *3 
OE ENS Oa ee aoe 28% 12 5534 24'4 64% 434% 67% be 
ee maya tabs 2°23 2 ke a 4 rT pots 41 453% be | 
urroughs ing achine......... ¥% 134% 334% 25 27% *.60 
Byers & Co. (A. M.). ‘TIitith ga8Z@ 1388 905g 118% 8565 21% 
Cc 
arg peas. ‘i eee Te ati ry 14} 43 43%4 304 4016 1 50 
ada Dry Ginger e. AN. 4 “% 17% 4 165, 10% 15% a 
Case, VoL ace sererseececnees 8685 111% 453 186 921, «157 
terpillar rac Bt ale wlibaa wank este 3 3 0 36% 79 5434 13% 2 
Celanese Corp. . STINE ga 174% 86% )~—s«918s 8KyeCiaM_C“‘éik Ct C8] 
Cerro de Pasco Copper. ee ee 44! 30% 65%4 3854 58 4734 541% 4 
oe ayo eS eee een $s a3 $378 36 HF 59 83 3 
I NMNTIIN Sia a:5 t0ip! 0 Su 70 14 Bis 00'9-0.0's % 4, 4 31 12454 8514 114% 16.50 
TID a sia co5 Spas 's'e oe sce iereniie's 161} 95 9 21 1 A 
Colgate-Palmolive- -Peet.. A egentiaty isi +) 3 iei Ot 13 erty} F 
OS eS 174% 58 101% 67 138614 94 126 "4 
—. “ae ris 1958 18% sie sabe 14 21% $.20 
Oe Gy vA 4 2 4 44 7814 4 
Berti ete . 2 a oe ah > & 
core ccc serseres 4 “4, 8 73 : 
Congoleum-Nairn ooo. 35% 2 TAG 30/4 335% 1.60 
eoeeenmaae yo EO BY ON 
rere er ee ee eS 4, 4, 72 4 8 
Container ee 23% 22 264 1637 21! 1 
Continental Can... 563i 9914 «62% CGT'G TK 3 
Continental Insurance 23 34 44% 28% 46 35% 40 *1 20 
Continental Oil . 34 15%4 35 15% 38844 28% 30°4 1 
Corn Products Refining .. errr 551 7834 60 82'4 6354 6814 3 
fen —- ck wnwes-s Ste ort 3614 + gs 48/4 23 4 7254 4354 72'4 2 
I a. 65.66 01610 5:0 cd wees 6 5 474 35) 44'5 3514 37 2.50 
OS eer a1i2 11 47 F 16 ; 654% 43% 65 be 
D 
Deere & Co ........ Sian a veetaceters 341% 10% 5834 2234 89% 52 7314 
Diamond Match. sive’ w oielane-ace 28 “4 21 41 26% 40'4 33 34 *1.50 
Distillers Corp. Seagrams. esata at aa inl oss 2654 8% 3814 1354 345% 18% 2554 
Dome Mines Re rctate rd hao evar anata eva 464 32 44% 341% 61% 41% ie bs | 
ID os voce cdceséccess 284 144% 5834 17% 7934 6054 717 
Du Pont de Nemours............... 103% 80 146'5 8654 1674 133 15414 } *3.60 
E 
Eastman OD Se nea 116% 79 1724 11014 185 156 175% *5 
Electric Auto Lite a ee es Ag ava: qretiowe sae 313% 15 3834 % 4454 3034 4014 *1.20 
Retell. od a aE PO gE 
Or ME aGAcGs cosine %4 4 % . 
F 
Fairbanks, Morse . Terre: 7 39 17 5944 343% 594 ae | 
Firestone Tire & Rubber. Terres | 13% 254 13% 33% 24% 28 1 20 
sod ~~ I iG 0-08 ale se wie .* a = ge 44 8 4834 = 4734 2.50 
oster ar 3 9% 38%4 4% 347% 
ea | 21% 305% 174% 355g 23% 26% 1 
G 
General Amer. Transpt............. 4356 30 4814 3254 63 4214 57% 1.75 
General Baking Ree EP Oe ETAT ee 1434 6% 133% 734 143% 10% 124% .60 
REMERON RL OOREE 655.55 5,0 s:v0.0niv oS viecee 254 16% 40% 20% 483, 34% 41% 1 
NEN sic onic 56a saiewsn aes ss 36% 28 37% 30 4314 3336 3854 1.80 
General Mills 641g 51 72\, 89% 7014 658 62% 3 
a er L 4 é 6 4 
General Motors.. eee abeeks ee 2454 5934 2654 7234 63% 66% “2 
General Railway Signal.......2..... 45% 83ig lg 1555 50 «8244384 1 
2 3 
General Refractories............... 2334 10% 334 1634 46 33% 454% $1.50 
pa SUCRE BOOT pis. 60:0 S.ccesaielewiere 14% 84% 19% 12 185g 13854 141% 1 
SES ere 2834 155, 4916 2334 5544 30% 42 2 
Gold Dust ~ wi" CAP ote EN eo 4 = cask 145, 213, 125% 14'% .60 
PpOROWER SD, CUBS ite) s civinic10.0.4-0.0.0'6"6.6.0'0 1 14% 7% 25% 135 2444 
Goodyear Tire & Rubber...........: im 185 saeksaese B98 Sk aa 
Great Western Sugar............... 3544 25 84% 2654 39 31 3644 - 2.40 
H 
Hercules Powder. SIE NTT Ee 59 90 71 116 84 116 5 
Hershey Chocolate . Se EEN ener ee 7334 4814 81% 134% 80 61% 62%4 3 
Homestake Mining................. 430 3 310 495 338 544 414 435 *12 
vag Seoay 3 | SSeS “3 ss 17/4 64 “— 1314 17% 4 
“yo. 2 ear aera 4, K % %4 A, 23% 
I 
MIE INI oo ia ons 6s o-0'0d.s 6s 3214 193% 3634 2314 3454 2554 3214 1.68 
LL ae eee 496 121 604% 147 % 106 : 131 “4 *2 
eal Business Machines... . 164 131 190% 149144 1854 160 168 *6 
_ 63.26% sich dened s “a y 1834 36% 22% 563, 3514 56'% 2 
I 9 66:55 ewe ess a chaos 23} 6554 34% 90'4 56% 79% 2.50 
sal a ge ; Das aiyeass is wieiate ie ele A, oe fg aris! 5414 ty 644% 1.40 
er. Te’ Peer ere re 4 4 19% 12% 1214 
J 
NE NN Ss on sas os osteo be a 0 see 8% 33 67 49 88 5814 8714 4 
Sad pl FR Fithanteewuaiesnraises 39 9914 3814 129 88 115 $8 
K 
NIN a rg sich sco oleae isisie 21% 1154 184 104% 2554 1434 2014 *.50 
Kennecott Copper.... . poeta cele elu ta\ ine 23% 16 303% 1334 4814 284% 471% 1.20 
Kroger Grocery & Baking........... 8354 23% 32% 2214 28 193% 20% 1.60 
Lambert......... . Pe Er Te 3134 221% 2814 2134 2634 16% 16°4 2 
RMR MSOND e ciaiac no vidieis o-s:.05 boo 718 6814 9534 67% 11015 89 11014 *3 
Libbey-Owens-Ford................ 437% 92'g 0 494% B14 704 ATK CGT 8.25 
Liggett i Pavers TOD. B. a. oeosc sce we i.  # 9444 11674 9734 106%, *4 
ME ere re 3@ 4 3144 59%, 43 5916 3 
Loose-Wiles Biscuit................ 4434 3314 415% 33 45 4014 41 2 
Le i a Re eee ers 2244 15%4 26 “3 184% 264% +21 % 227% 1.20 
M 
MR NNR SSS oo iis cha wioaidacacae 4134 22 3054 1854 393 273% 3834 4 
MME ENE ig ons bidisie's ale'w a's <ia overt Wy 354% 574 30 iB 49%, 40'% 4734 2 
Mathieson Alicali..........cc0es008 4034 2344 33% 2334 3744 a7, 35 1.50 
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COMPREHENSIVE 
BROKERAGE SERVICE 


members of the principal 
baa we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 

CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
‘Booklet M,"’ giving trading requirements 
end other information, sent on request. 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 
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Send this advertisement = 
for 2 weeks free trial = 


The Gartley 
Weekly Stock 
Market Review 


A ten page weekly analysi of 
stock price trends; a specific 
technical review of from <0 to 
40 stocks and other impertent 
and valuable market commert 
and opinion. Prepared by 
M. Gartley, Inc., outstanding 
authorities onthetechnical 
interpretation of stock ae 
movements. 


= 

#1. M.Gartley, Inc. = 
76 William Street, New York E 
STULL ieee 











Investment Advice 


Analysis of Present Holdings 
Full Lots Odd Lots 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 








POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Oopy 
free on request. Ask for booklet MG6 
Acco"nts carried on conservative margin. 


(HisHoim & (HAPMAN 


Established 107 
Members New York Stock Exchange 
“2 Broadway New York 





























Odd Lots—100 Share Lots 


Rooklet M.W 401 upon request 


John Muir&(o 


Established 189% 
Uembers New York Stock Exchange 
:9 Broadway New York 
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DIVIDENDS New York Stock Exchange a 
ARMOUR and COMPANY 
reas P i R fA S k : 
On August 21 a quarterly dividend of rice ange O ctive Stocks | _ 
one dollar and fifty cents ($1.50) — 
per share on the $6.00 prior preferred Cent 
stock and a dividend of one dollar : : ( ' ) ener 
5 halinagrs nn Aang Pesta Industrials and Miscellaneous (Continued 0 
the 7% preferred stock of the above way 
corporation were declared by the 1934 1935 1936 Last Div'd Postal 
Board of Directors, both payable Oc Mu — — - a a a See oe wer 
toher 1, 1936. to stockholders of ree # , ‘ on te 
May Dept. Stores... lank ae 5734 857%, 6914 43% 59% 2 
ord at the close of business Septem- Mcintyre Porcupine................ 6034 8014 455, 383, 493, 395g 42 2 they 1 
ber 10, 1986. fee a Be BB wk De 
es oe . 3434 4 5% 73 E . 
E. L. LALUMIER, Secretary. Monsanto Chemical .. : 961 39 945, 55 103 79 99 *1 lete 
, wie Mont. Ward &Co.................. 3852 20 40% 21% 49 353% 48 80 4 nf 
C be 
N 
ARMOUR And COMPANY Nash Motor.. sosteeeeseees SOM 18%G 19360 11 21% «15 163 1 compe 
— National Biscuit. . See. ae ae 9344 88% 31% 32 1.60 : 
OF DELAWARE National Cash Rerister. MeL Ra Zn 23! 12 a3ig 1815 80 21ig 247 50 conce! 
National Da ee | 18 221, 127, 28% 21 9714 1.20 >rge 
On August 2] a quarterly dividend National Disti 315; 16 sai; 8% 3334 2556 * is Mpa 
ational Lea a pee nig a 4 6 . 50 not Ol 
caso} oi a oes National Power & Light............! 1614 “65 «= ids, ‘60 ae 
per share on the prelerre National Steel Me 84g 88% 403g 75 574% = 67%—Os«1..50 wuma 
stock of the above corporation was N. Y. Air Brake 283, «86114 389686 18) 55 3214 53) t.60 
declared by the Board of Directors, North American %4 86104 8 $574 38% 86884 ; _- 
= October 1, 1936, to stock- bee Deene Oo i gi ie 11% 38K OCCtRBM ~ 
olders of record at the close of s I Se ee 8 48 44 738 4 4 : 
business September 10, 1936. P A 
Pacific Gas & Electric.............. 9314 123; 315 1s; 4 3034 38% 1.60 
E. L. LALUMIER, Secretary. Pacific Lighting.................... 87 20% 56 19 88% 475, 653 2.40 | 
Packard a Car.. ES eS 654 234 4 314 13 6% ae t.25 
3 | Re eee eens siete a a 1 8 12 7% 4 
Penney (J.C.)... 5 Ree aa as 7434 814 8434 814 9134 6s 9054 *3 a 
enic or Rata cakes See 5% M9 3 3 
Phelps Dodge... siscsescseeeees 18% 183, 28% 183; 40% 255 39% 1.75 
= Fa Phillips Petroleum................. 2034 133% 40 1334 49%, 38% 43 “1 on th 
Pillsbury Flour cap be Oe tien ios ek 845, 18/5 38 $1 3714 30° 3044 =—-:1.60 dock 
y y . &% Ly 3% 34 * ° 
UNION CARBIDE Public Service of W , ete 3° a8 aes; 208, aoe 39 aris Bad 1035 
- man esccoccese 69% 8534 658% 2916 5716 86% 56% 1.650 OF 
AND CARBON P on the 
R 
CORPORATION Radio Corp. of America 9% 4% 183 4 144% 9% «11 ment 
le ROME kee a ee y 5 5 4 4 ° 
Radio-Keith-Orpheum.............. 4% 1% 6 1% 9% 5 7% been b 
Vv marae er gga ee ee 23 | 144 30% 18/4 a8 a8 3234 1.50 mand 
ie 2S eee 13% 034 4% 617% 184 *.60 ; 
A cash dividend of Sev enty cents (70) a ed | eee 25% 10% 2034 z : 26%4 16% 22% for th 
ssa lane: sal ie etaneenlibiaks eniekat eynolds (R. J.) Tob. Cl. B......... 535, 395, 67 5544 5854 50 5634 3 i 
stock of this Corporation has been s 7 : anuf: 
Risdsied: magdide Octaher 1. 1936. SOIR ENTIE Soo o's: se 05's) 's 9 n'a: 57 3814 46 3154 3514 27 2914 2 manuf. 
ared, payable October 1, 1936, to Schenley Distillers................. 387% 17% 6614 32 52 873, 4754 t..75 tinues 
sietllichlors of wecerd ot the clece of Sears, Roebuck.................... 514% 381 69% «= 81 8614 5954 B54 2 es 
" x . F Des So aie acs kk Gwsle Gass 9 43% 17 75% 257% 1554 2434 .60 consun 
JUusiINess September A, 1936. Shattuck. NS GANS Seance aera 137% 6%4 12% 14 1634 11% 1514 50 
= 4 iy 4 % a 37 ler-Ce 
ROBERT W. WHITE, Treasurer seed ec earns 19% 12% «ise «08ers assist 
tely 
Rb ees se So. Cal. Edison .. eAverceoss: Sees De GAY 1054 3244 25 31! 1.50 mately 
Spiegel May Stern................. 763%, 364 84 437%, 853; 63 8334 3 vances 
— - Standard Brands................... 254 17% 19% 18% 18 14% «151% 80 : 
Standard Oil of Calif. eee aie cs 4274 26's 41's a7 54 475, 35 3514 “1 Only | 
tandard Oil of Ind................ 3234 2314 3 34 3 40, 32%% 374% + iy 
NATIONAL CAN Standard Oil of N.Jo.0.0.00 0000000) 50’, 391, 525, $53, 70 Bile 62% 4 busines 
ne 664 47! 68 5§8%4 74 65 12% 3.80 ires ok 
Stewart-Warner................... 105% 415 18% 65, 8414 16% 20 50 ures, § 
COMPANY, ‘Inc.’ Stone & Webster. Eis one) ch a 8% 18% 2144 213 1454 19% rubber 
Pirie SO eS Sa aaa toate 741, 8115 TT 601, 91 72 80 “1 a te 
‘he Board ot Directors has declared S c 
a quarterly dividend ot One Dollar = ; £ ae end of 
($1.00) per share on the Common — ae! Pk “TEED ey eae ot§, =" oe 44, a , = ns 3 
e Ba e u ulphur. ES eee ae : 4 ‘ 34 compar 
ne Rw gegen Secale Tide Water Assoc. Oil. ae 8 157, 74 191, 14% 1614 60 pe 
—— of recon ptember poe Roller Bearing........... so. ME 24 7216 283 72\5 56 64 *3 general 
ri-Continental .. Hesie 634 3 814 1% 12 7% 9% t.265 he : 
G.S. McCREEDY, Secretar: Twentieth Century-Fox... is cen 247, 13 3234 22ig 8016 ther Ir 
August 26, 1936 U : : pected 
Underwood-Elliott-Fisher. .... . 68%, 36 87144 63% 99 745, 79 3 compan 
. _______ | Union Carbide & Carbon... | 50% 3857, 753, 44 100 715, 615 2.80 ioe 
The Bell Teleph C f Canad Union Oil of Cal............ 1, 2014 1114 2 143, 2814 4203, a 1 marke 
i i 1 3 7 5% 5Z ° 
. c a Tagen mp inn ei aggue 4 lo ee TR eae ge eae ae gle tote 
United Corp. ieee a Be 2 734 114 91, 53% 8 unded 
A Dividen : wey: United Corp. Pfd. 37%, 211 453 205 481, 401, 47h 3 
— d of one and one-half per United Feat. ee - on Bx 45 [ee $04 ba : without 
cent ( 0%) has been declared pay able United Gas Imp. AEM -. 20% 1114 1814 914 1914 143% 163% 1 rece 
on the 15th day of October, 1936, to | U.S. Gypsum . 5144 8414 87 = 4014, 1104, 80g 1005 a siioog 
shareholders of record at the close of 3 > eel... ae oe” tex £078 thy A sie 45) 1.50 2% 
business on the 23rd of September, 1936. | US. Rubber...” "94 11 6 174g, KC8HSC«dNG3Z_—Ci«éONG consolic 
F. G. Webber, Secretar U. S. Smelting, Ref. & & Mining ee i 141 9654 12415 91%, 9615 7214 78% {8 
Montreal, August 26th, 1936 o> | sa. ee "59% «= «99% Og BT15 «TRG 463g «TON $54,00C 
8 wes U. S. Steel Pid... 2.2.0 . 9915 67344 1194 785g 140 11515 140 4 tive fo: 
a 7 Vv Althou 
ANACONDA COPPER MINING CO. | Vanadium............... . $13, «16 213 11! 271, 161% ~—-235 § 
25 Broadway, | Ww ; : . ’ to refu 
New York, August 27, 1936. | ( 
DIVIDEND NO. 115. | Warner Brothers Pictures... 2 ee, ey ; 5% bo 
The B dof Di t f the A estern Union Te eer a .. 662 2 “ 5% 95 lg 8614 t : 
Mining Company has declared a dividend of ‘Twen. | Westinghouse Air Brake. | 86 = «18% = 88%, 18 48K hg 4814 1 placing 
ty-five Cents (25c) per share upon its Capital Westinghouse Elec. & Mfg.......... 4714 27% 9854 325g 147 9440 141 4 ments \ 
Stock of the par value of $50. per share, payable | Woolworth.. asec. s 414% 6514 51 563, 4437 543% 2.40 
October 19, 1986, to holders of such shares of | Worthington Pump & Mach.. cle einer 317 1314 2514 1134 3515 231% 3014 compan 
record at the close of business at 12 o’clock, Noon, Wrigley (Wm., Jr.) ‘ + a 5415 8254 7334 79 63 65!6 *3 undi < 
on September 12, 1936. Ndistri 
D. B. HENNESSY, Secretary. * Annual Rate—not including extras. { Paidlastyear. { Paid this year SEPTE} 
, ' ; ; : ; ; 
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Western Union, On the Way 
Back 


(Continued from page 644) 








Central Terminal in New York City 
because of these contracts. Unless some 
way can be found to nullify them, 
Postal seems destined to bleed to death 
on telegrams. On the other hand, if 
they were nullified and Postal managed 
to raise the necessary money to com- 
plete the national service that it set out 
to create, the resulting rip-snorting 
competitive battle would be hard on all 
concerned. No, the sensible thing is a 
merger and, so long as the terms were 
not outside all reason, Western Union 
ultimately should benefit from it. 





Answers to Inquiries 
(Continued from page 664) 








on the 8% non-cumulative preferred 
stock. In the comparable period of 
1935, earnings equalled $1.18 a share 
on the preferred stock. This improve- 
ment in the company’s business has 
been brought about by expanding de- 
mand for automobile tires as well as 
for the numerous other items manu- 
factured. Competition in the tire 
manufacturing end of the business con- 
tinues extremely keen, but increasing 
consumption is gradually reducing the 
over-capacity of the industry and ulti- 
mately should allow further price ad- 
vances if nothing untoward occurs. 
Only about 50% of the company’s 
business is accounted for by automobile 
tires, since a broad line of mechanical 
tubber goods, rubber footwear, etc., is 
also handled. The mechanical rubber 
end of the business, in which field the 
company is a leader, tends to follow 
general industrial activity and the fur- 
ther improvement looked for is ex- 
pected to prove of tangible aid to the 
company. The organization has made 
marked progress during the depression 
years in improving its financial status. 
Funded debt has been steadily reduced 
without recourse to borrowing and the 
recent retirement of all outstanding 
2% serial gold notes will reduce 
consolidated funded debt to about 
$54,000,000, an amount most conserva 
tive for an organization of this size. 
Although the company had planned 
to refund outstanding first mortgage 
3% bonds, their indenture provision 
placing restrictions on dividend pay- 
ments works to the advantage of the 
company under the new law taxing 
undistributed earnings, and the calling 
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WHO ARE THE OWNERS OF 
THE ASSOCIATED SYSTEM? 


Ww WNERS of the Associated System are its 337,738 
— lela and coupon security holders. Of 
these 256,251 are registered holders—this is 1,286 
more than last year. 

These registered security holders live at rural 
crossroads as well as within sight of the Empire 
State Building. About 241,000 reside in the United 
States—24.941 of them in States west of the Mis- 
sissippi. There are 90,332 in New York, 51,895 in 
Pennsylvania and 15,194 in Massachusetts. Sub- 
stantial amounts of securities are held in every State 
of the Union. 

There are also 10,499 institutional and individual 
fiduciary investors who are owners of the Associated 
System. Institutional investors include banks and 
trust companies, investment funds, schools and col- 
leges, fraternal and benevolent organizations, and 
insurance companies. 

Nearly 126,000 are customers who use services 
supplied by Associated operating companies. The 
great bulk of the owners are clerks, laborers, sales- 
men, teachers, professional people, and other aver- 
age Americans. 


ASSOCIATED GAS & 
ELECTRIC SYSTEM 














of the bonds has accordingly been post- 
poned. While the indenture under 
which the bonds were issued probably 
will not permit the payment of divi- 
dends on either the preferred or com- 
mon stocks for some time ahead, it 
should work to the ultimate advantage 
of shareholders in that finances may be 
further strengthened from earnings 
without subjecting the company to an 
excessive tax. Considering the com- 
pany’s well rounded position in the in- 
dustry and steadily improving finances, 
we feel that the stock offers good long 
term appreciation possibilities. If you 
are willing to disregard transitory mar- 
ket fluctuations, therefore, we would 
be inclined to advise continued reten- 
tion of your holdings. 


GENERAL CABLE CORP. 


Last November you advised me to hold 
my two hundred shares of General Cable 
common. I’m mighty glad I took your ad 
vice! 
recommendations now are with regard to 
this stock? Do you reckon the present 
price fully discounts current progress?— 


U. V. A., Charleston, S. C. 

General Cable Corp. manufactures 
practically every type of copper wire 
and cable as well as insulated aluminum 
wires. The principal customers of the 
company are the large public utility 


May I ask you again what your 


systems and since very little buying 
has emanated from this source during 
recent years, the showing of the com- 
pany lately has been particularly en- 
couraging. Thus, the report of the 
company covering the second quarter 
of this year was the best for any quar- 
ter since 1929, net profits having 
equalled 14 cents a share on the class 
“A” stock, after allowing for regular 
quarterly dividend requirements on the 
preferred. As of August 1, 1936, 
accumulations on the 150,000 shares of 
7% preferred stock totalled $38.50 per 
share and from this it may readily be 
seen that dividend payments on the 
class “A” or common stocks are still 
remote. However, it is conceded by 
competent observers that the utilities 
will ultimately have to come into the 
market for large quantities of materials 
if they are to keep pace with the con- 
stantly mounting demand for power. 
General Cable would be one of the 
chief beneficiaries of such a develop- 
ment and on that basis alone the stock 
is still believed to possess excellent 
speculative possibilities. The concern’s 
finances have been maintained in good 
shape. At the close of last year cur- 
rent assets of $8,732,608, including 
cash of $2,246,471, compared with cur- 
rent indebtedness of $1,502,163. If the 
present earnings trend continues, as is 
anticipated, the company should have 
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little difficulty in adjusting the heavy 
arrears on the preferred stock and 
clearing the way for distributions on 
the class “A” and common stocks. 
Looking back to the generally prosper- 
ous year 1929, we find that the company 
earned $4.20 a share on its common 
stock and while some little time prob 
ably will elapse before that figure is 
again reached, it would not seem im- 
possible of attainment considering the 
lack of normal expansion by the utili- 
ties, principal consumers, during recent 
years, and the ground which must be 
made up once the capital market again 
permits financing. 


AMERICAN SMELTING & 
REFINING CO. 


In view of the better earnings reports on 
American Smelting & Refining, would 
you advise me to hold the stock at current 
levels or take my profit? I bought 100 
shares last year at 42.—E. E. M., Jackson 
Heights, L. 1. 


Despite the excellent paper profit 
which you currently enjoy on your 
holdings of American Smelting & Re- 
fining Co. common, we seriously doubt 
the wisdom of withdrawing from this 
situation at the present time. As you 
know, the company’s earnings have 
registered a pronounced improvement 
since the depression low of 1932. 
Operations last year resulted in a profit 
of $5.01 per share on the common 
stock, against $1.63 in 1934 and 77 
cents in 1935. In the years 1931 and 
1932, the company showed common 
share deficits of $2.09 and $4.96 re- 
spectively. Increased demand and the 
better price structure for lead, copper 
and zinc were, of course, factors in the 
earnings gains registered thus far, but 
prices for these metals are still well 
below what may reasonably be antici- 
pated upon further improvement in the 
general business situation. The com- 
pany has, of course, benefited to a 
large extent from existing high quota- 
tions for gold, the report for last year 
having revealed 1,869,000 ounces of 
gold handled either from the company’s 
own properties or toll business for 
others and that figure was the highest 
ever recorded by the company and 
compared with a previous high of 
1,760,702 ounces in 1930. Silver also 
has played a major role in the com- 
pany’s earnings record although the 
future of this division is rather prob- 
lematical from an earnings standpoint 
due to the unpredictable ultimate ef- 
fects of our Treasury’s silver program. 
Most of American Smelting’s silver 
operations are conducted abroad and 
subject to world prices rather than to 
the fixed price established on newly 
mined domestic silver. The world price 
is well below the domestic price and 
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while it is generally believed that quota- 
tions will show only gradual recovery 
from existing levels, the company 
should continue to enjoy a fair profit 
on this business. It is primarily from 
lead and copper operations that Amer- 
ican Smelting can reasonably anticipate 
a marked improvement in sales and 
earnings. It is generally conceded that 
great recovery is in store for the capital 
goods industries which augurs well for 
copper and lead sales. The electric 
power companies particularly have 
necessarily restricted the electrification 
of vast rural areas, which unquestion- 
ably will be undertaken just as soon as 
long term borrowing at favorable rates 
is possible. Tremendous amounts of 
copper naturally would be required in 
any such program, while the steady 
recovery in general construction activi- 
ties is unquestionably aiding current 
results. Due to the company’s strong 
financial status, it was able to greatly 
increase its mining interests during the 
depression years and thereby further 
improve potential earning power. All 
arrears were cleared on the second pre- 
ferred last year and the common estab- 
lished on a dividend basis. With indi- 
cated earnings well in excess of 
present distributions on the common, 
more liberal payments appear a reason- 
able expectation, in our judgment. 
Considering the concern’s well en- 
trenched position in the industry and 
the generally favorable prospect, we 
believe that further patience on the 
part of shareholders will prove the 
profitable policy. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


Do you believe trouble in Europe will 
have much effect on the price of Inter- 
national Business Machines stock? I un- 
derstand its export business is large. What 
do you think of it as a speculative invest- 
ment at prices in the 170s?—W. B. C., 
St. Louis, Mo. 


Any company doing a substantial 
foreign business is naturally vulnerable 
to trouble abroad and in this respect 
International Business Machines Corp. 
is probably no exception to the rule. 
The company’s equipment is used in 
almost all sections of the civilized world 
and it is therefore vitally interested in 
an unbroken trend of world economic 
revival. Approximately one-fifth of the 
company’s total business is said to 
originate abroad and great improve- 
ment has been enjoyed during recent 
months by the company’s foreign sub- 
sidiaries. Domestic business of the com- 
pany also has shown marked improve- 
ment thus far this year. The report 
of the company covering the first six 
months of the current year shows net 
income equivalent to $5.18 a share on 


738,934 shares of capital stock, againg 
$4.94 a share on 717,412 shares a year 
earlier. The balance sheet position of 
the company at the close of last year 
was fairly satisfactory, with current 
assets of $5,903,327 comparing with 
current liabilities of $3,237,650. Cash 
account stood at $1,339,140, although 
notes payable were outstanding in the 
amount of $5,000,000. In order to 
strengthen the working capital position 
of the company and to retire bank 
loans, arrangements were concluded 
early this year for the sale of $10,000, 
000 principal amount of 3% ten-year 
debentures at par to a large institu 
tional investor. From the standpoint 
of revenues, the company’s “Hollerith” 
tabulating and computing machine 
ranks first, although numerous other 
time-saving devices are also produced 
The “Hollerith” equipment is rented, 
which naturally tends to stabilize in 
come. It sells outright time-clocks and 
numerous testing and checking devices 
While the company’s policy of leasing 
its tabulating and computing machines 
does not permit of the earnings show 
ing which would be possible if these 
machines were sold outright at the time 
of installation, the constantly growing 
demand for time-saving devices by “big 
business” augurs well for the future 
On the basis of present and prospective 
earning power, the stock is believed 
reasonably quoted and should prove a 
profitable addition to your account, in 
our judgment. 


JEWEL TEA CO. 


I have held Jewel Tea Co. stock for 
some time and it seems to me that the re- 
cent encouraging income report of the com- 
pany and the fact that the number of 
stores in operation is increasing, indicate 
the advisability of retaining the stock. Am 
I correct in this? Do you counsel con- 
tinued retention?—A. D. L., Buffalo, N. Y 


There are few issues which can be 
purchased in the current market, com 
parable in strength to the Jewel Tea Co 
shares, at price levels permitting a re 
turn on an investment basis equal to that 
obtainable on these shares at the cur 
rent market. We feel therefore that 
you are correct in your decision to re: 
tain your holdings of this stock, both for 
income and for reasonable assurance of 
profit over current prices levels. The 
shares may reasonably be expected to 
increase in value, since future earning 
power may be expected to register fur’ 
ther increases; and since the very scat 
city of comparable yields on like secur: 
ity should generate increased demand 
for these shares. Jewel Tea Co. is prob 
ably foremost among enterprises which 
have developed successfully their method 
of retail distribution. Since the busi 
ness was established in 1899 it has s0 
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strongly fortified its position from a 
trade standpoint as well as financially, 
that one need scarcely fear an over- 
statement in expressing the opinion that 
it will be able successfully in the future 
to cope with such methods of retail dis- 
tribution as may be developed. Two 
principal policies seem chiefly respon- 
sible for the success of the company in 
past years, first, its ability to secure and 
hold its trade on a price basis, and sec- 
ondly, its ability to secure close co-op- 
eration of its sales organization. By 
conducting its own importation of cof- 
fee and tea, and manufacturing its other 
regular merchandise, the company can 
meet the competition of chain stores on 
a price basis successfuily, maintaining a 
profitable margin over costs. By means 
of commissions, advantageous stock pur- 
chase plans and other benefits, salesmen 
are given the incentive so essential to 
expanding and retaining steadily in- 
creasing sales volume. The factor of 
convenience to the consumer enters the 
situation in an important way. The 
company has maintained dividends with- 
out interruption throughout the depres- 
sion years, the regular rate in 1935 being 
$3 with an extra $1 dividend paid in 
that year. In the current year the regu- 
lar rate was increased to $4 a share, and 
in July an extra dividend of 50 cents a 
share was paid. These dividend dis- 
bursements are well covered by earn- 
ings, which were reported as of July 11, 
covering the fifty-two preceding weeks, 
equivalent to $6.45 a share. Compar- 
ing that period with the year ending 
July, 1935, we find an increase in net 
income of over 38%. The balance sheet 
discloses an exceptionally strong finan- 
cial status with cash and marketable se- 
curities at approximately $4,400,000 
comparing with total current liabilities 
of only $1,700,000. Capitalization is 
simple consisting solely of 280,000 
shares of no par capital stock. 


AMERICAN MACHINE & 
FOUNDRY CoO. 


While American Machine & Foundry’s 
report for the first six months of this year 
Shows a slight improvement over last year, 
nothing is said in it of the surtax on un- 
distributed earnings. Do you look for big- 
ger dividends and higher prices?—M. F., 
Providence, R. I. 


In the calendar years 1935 and 1934, 
American Machine & Foundry Co. paid 
out over 80% of its total consolidated 
net income in dividends. While it is 
quite possible that the net tax law may 
act as an incentive to further dividend 
disbursements, it is equally obvious that 
unless earnings show a very material 
improvement in the future, substantial 
increases cannot reasonably be expected. 
This company, however, is in a position 
to disburse a very large portion of its 
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The Comptroller of the State of New York 
will sell at his office at Albany, New York, 
Wednesday, September 9, 1936 
at 1 o’clock p. m., (daylight saving time) 


$ 55,000,000.00 
Emergency Unemployment Relief 


Serial Bonds of the 


State of New York 


Dated September 10, 1936 and maturing as follows: 
$5,500,000.00—Annually September 10, 1937 to 1946 inclusive 
Exempt from all Federal and New York State Income Taxes 


_ . The Comptroller reserves the right to reject any or all bids which are not in his 
opinios advantageous to the interest of the State. ARS 
Circulars descriptive of these bonds will be mailed upon application to 


MORRIS S. TREMAINE, State Comptroller, Albany, N. Y. 
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earnings in the form of dividends, by 
virtue of its strong financial status. As 
a matter of fact that seems to have been 
the policy during recent years, as would 
quite naturally be expected in an enter- 
prise which has developed such stable 
earning power, and which occupies a 
position virtually monopolistic in its 
field. Principal source of income is de- 
rived from the sale of patented ma- 
chinery used almost entirely throughout 
the cigar and cigarette industry. Al- 
though quite naturally in the depression 
years the tendency for manufacturers to 
economize resulted in substantially re- 
duced sales and earning power, it is 
equally true that the recovery thus far 
has demonstrated that the use of ma- 
chinery in this field shows no indication 
of having reached a saturation point. 
Furthermore it should be noted that 
American Machine & Foundry Co. has 
diversified its products, entering fairly 
recently fields which promise to add sub- 
stantially to earning power in the fu- 
ture. The company now manufactures 
automatic machinery of various types 
including bakery equipment. The latter 
item now accounts for about 25% of 
the sales volume, and probably has not 
nearly approached peak sales volume. A 
subsidiary is at present engaged in de- 
veloping new products, and both the 
parent company and its subsidiaries are 
reported to be operating currently at a 
high rate of activity. It is probably 
in recognition of potentially increased 
earning power that the shares currently 
sell on a high ratio to earnings thus far 
reported, but the market’s appraisal of 
potential future earning power does 
not seem exaggerated at present price 
levels. We may say therefore that we 
believe it quite logical to look for in- 
creased dividend disbursements in the 
future, and we would expect firmness, 
if not pronounced strength marketwise 
in the shares. 


INLAND STEEL CoO. 

I understand the production trend of the 
steel industry should advance over the fall 
months. Please give me your opinion of 
the profit possibilities of Inland Steel—if 
present price anticipates such improvement. 
—C. D., New York, N. Y. 


Inland Steel shares are no exception 
to the rule in the market in the matter 
of discounting future improvement (or 
the reverse) but an examination of the 
position of Inland Steel, the outlook and 
the potential earning power, discloses 
the probability that present price levels 
of these shares still leave room for fur- 
ther improvement. Inland reported 
earnings equivalent to $6.54 a share for 
the calendar year 1935, and incidentally 
paid out in dividends in that year only 
$2.25 a share. The report for the last 
quarter which ended June 30, this year, 
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recorded the largest profit for any three 
months’ period in its history. A com- 
parison of the earnings for the first half 
of the current year with the first half 
of 1935 reveals per share earnings at 
$3.63 and $4.05 respectively. It should 
be noted, however, that the shares out- 
standing as of June 30, this year, were 
greater by 59,000 shares than were out- 
standing as of June 30, 1935. Actually 
net profit for the current half period 
increased 37%, and probably the full 
benefits accruing from the acquisition of 
the Milcor Steel Co. of Milwaukee are 
not registered in the figures. This ac- 
quisition should serve to still further 
round out the position of Inland Steel, 
a thoroughly integrated unit, owning its 
own ore mines and coal mines, blast fur- 
naces, open hearth furnaces, rolling 
mills, and since the recent acquisition of 
Joseph R. Ryerson & Sons, distributing 
agencies. The latest acquisition—DMil- 
cor Steel Co.—still further broadens the 
scope of operations. Méilcor Co. has 
been producing sheet metal products 
used extensively in building construc- 
tion, since 1902. It seems reasonable to 
assume that when future earning power 
of this property is included with In- 
land’s the results will fully justify the 
increase in Inland’s share capitalization 





Making Money On Paper 
(Continued from page 653) 





been extensively advertised and are 
widely distributed both at home and 
abroad. The gain in earning power 
over the past ten years has not been 
sensational, but it has been remarkably 
steady. Last year the equivalent of 
$3.17 a share of common stock was 
reported and, while earnings of $1.49 
a share for the first six months of 1936 
do not on the face of it compare well 
with the $2.07 earned in the first six 
months of 1935, the difference is more 
than explained by an increase in the 
outstanding stock. 

In Kimberly-Clark we have a com 
pany that specializes in book, maga- 
zine and photogravure papers. In addi- 
tion, it has long had a profitable line of 
sanitary pads and hospital wadding, 
although in this line competition is now 
much keener than it was. The com- 
pany is in newsprint to the extent that 
it controls the Spruce Falls Power & 
Paper Co. and, as The New York Times 
owns a minority interest, all this news- 
paper's newsprint requirements are sup- 
plied. While Kimberly-Clark never 
reported a deficit during the years of 
depression, between 1932 and 1934 
preferred dividends were not fully 
earned. Last year, however, there were 
earnings applicable to the common 


stock, which for the first six months of 
this year rose to the equivalent of 84 
cents a share, compared with 55 cents 
a share for the first six months of 1935, 
The company, in addition to the regu- 
lar quarterly dividend of 12/2 cents a 
share, has just declared a special divi- 
dend of 25 cents. 

As its name implies, Union Bag & 
Paper is a leader in the paper bag and 
wrapping paper field. The company 
had been buying much of its raw mate- 
rial in the open market, but this 
changed with the recent completion of 
a new plant in Savannah, Georgia. 
Hardly was the new plant completed 
than arrangements were made to double 
its capacity at a cost of nearly $3,000,- 
000. Prior to the depression, the com- 
pany had a poor earnings record, al- 
though net income in 1934 jumped to 
the equivalent of $4.67 a share on the 
outstanding common stock. This, how- 
ever, fell to the equivalent of $1.14 a 
share in 1935, while for the twelve 
months to June 30, 1936, $1.06 a share 
on 261,423 shares was shown, com: 
pared with $1.14 a share on 146,074 
shares in the corresponding previous 
period. 


Other Companies 


In addition to those already men- 
tioned, there are a number of other 
paper companies whose securities are 
listed on recognized stock exchanges. 
The Crown Zellerbach Corp., for 
example, is a fifty-million dollar or- 
ganization whose activities run_ the 
whole gamut of the paper industry. It 
produces newsprint, tissue papers, 
waxed papers, paper bags and wrapping 
papers, corrugated containers and fiber- 
board. Recent operations have shown 
considerable improvement and divi- 
dends are now being paid on the “A” 
and “B” preference stocks on which 
arrears total $17.50 a share. Similarly 
diversified are the operations of the St. 
Regis Paper Co., in addition to which 
this company is highly flavored with 
utilities by virtue of ownership of more 
than 1,300,000 shares of United Corp. 

The outlook for all divisions of the 
paper industry is improving, but be: 
cause the five or six major divisions are 
really distinct industries in themselves, 
it would be hazardous to set a course 
on the basis of generalities. Some of 
these divisions may be expected to im’ 
prove faster than others; some may slip 
backwards as price cutting or other 
adverse conditions break out. Thus, it 
would seem that the paper industry had 
best be considered from the standpoint 
of individual divisions, possibly even 
from the standpoint of individual com- 
panies, and decisions in regard to the 
buying and selling of paper company 
securities made on a narrow rather than 
a broad basis. 
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A Book SERVICE 


Dedicated to 


Businessmen 














Today being one of platforms and statements, we 
propose to those who have not as yet used our Book 
Service, a statement of our own function and aims. 


Dedicated to busy men who desire to keep in touch 
with new ideas and methods, but who cannot spare 
the time for hit-or-miss reading, our Book Depart- 
ment performs the following services: 
We select and review for you the new 
those of such value that you cannot afford to miss them. 

We direct you to important books, which, because of their 
business or technical nature, are not generally advertised. 


We are a publisher’s clearing house. 
coupon sent to us brings you books of all publishers. 


We serve as an unbiased information bureau, advising and 
recommending books on whatever phase of business or 
current affairs which may especially interest you. 

Buy your books through The Magazine of Wall Street 
Book Service and be sure you are getting those really 
worthwhile. 








“must” books— 


A single convenient 














Some of Our Recent Outstanding Recommendations 





l. INVESTMENT FOR APPRECIATION 
L. L. B. Angas $5.00 


One of the best, clearest and most complete 
books ever written on the subject of invest- 
ment. Every type of investor will find in it 
advice suited particularly to his needs. 


. GRAPHS AND THEIR APPLICA- 
TION TO SPECULATION 
George W. Cole $7.50 


An intensely interesting study of the science 
of speculation showing how the future trend 
of prices is based on the law of recurrence of 
past price movements as recorded in graphs. 
Some of the leading theories on speculation are 
critically analyzed and records of their profits 
and losses given. 


8. YOUR SECURITIES .. . AND 


FEDERAL TAXES 

Julius Sinker, C.P.A. $1.00 
Answers every tax problem that the investor is 
likely to encounter in such a clear and concise 
fashion that the complex wordage of tax legis- 
lation becomes simple. 


THE COMING BOOM IN 
REAL ESTATE 


Roy Wenzlick $1.00 


Based on past records of the fluctuations in the * | 


values of real estate, this book forecasts the 
coming boom in that field. It tells why we will 
have it, the different phases of it and how long 
it will last. Finally, it shows how you, as an 
individual, can make the utmost profit from it. 
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| 5. HOW TO USE PSYCHOLOGY 


| 


| 


| 7. MEN WHO RUN AMERICA 
Arthur D. Howland Smith $3.00 


A loose study of capitalism illustrated by de- 
scriptions of the background, personality, prin- 
ciples and business history of thirty of the 
leading men of this country. It will interest 
everyone who would learn the character of busi- 
ness through knowledge of its key men, as well 
as those who have a personal curiosity about 
them. 


GUILTY! THE CONFESSION OF 
FRANKLIN D. ROOSEVELT 


Introduction by 
Donald Richberg $.50 


A review of the reign of Roosevelt and his 
Democrats written from the point of view of 
the Administration in the satirical style usually 
employed in anti-Roosevelt propaganda. An 
extremely clever book. 


IN BUSINESS 
Donald A. Laird $4.00 


For the executive, the salesman, in fact 
everyone who is in daily contact with others 
whether socially or in a business way, this book 
is most illuminating. It shows how to analyze, 
understand and develop people as well as to | 
improve your own ability to get along with | 
them. 


CONSUMERS CO-OPERATION 8. 
IN AMERICA 
Bertram B. Fowler $2.00 


A study of the methods and the amazing de- | 
velopment of consumer owned retail, whole- 
sale and manufacturing enterprises. Enter- 
tainingly written, it is a complete and au- 
thoritative guide to the organization and man- 
agement of consumer co-operatives. 
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Understanding Today’s 
Market Fluctuations 


(Continued from page 651) 








There is little question but that nearly 
all individuals using charts as an aid to 
speculation, or closely following the 
tape, were immediately impressed at 
this indication of underlying technical 
strength; and when, on March 3, the 
price quickly ran up through the upper 
limits of this triangle, and on greater 
volumes of transactions than had been 
seen in more than a year, recognized at 
once that U. S. Industrial Alcohol was 
off on one of its speculative flights into 
higher territory. On March 4, there ap- 
peared estimates of $2.25 a share earned 
in 1935, which was somewhat better 
than generally expected at the time. 
This apparently appeared to most peo- 
ple interested in the stock to be in the 
nature of a confirmation of a turn for 
the better in the company’s operations, 
or a forerunner of favorable news bear- 
ing on future possibilities to be revealed 
in the forthcoming annual report. The 
stock continued to soar on to levels ten 
points higher than at the start of the 
movement. At point “B” another 
triangular formation appeared in the 
price movement, following which the 
stock had what may be termed as a 
normal technical correction of its pre- 
ceding rapid advance. Part of this 
decline may be ascribed to general de- 
velopments that affected the market as 
a whole and resulted in a two weeks’ 
period of hesitation. At point “C”, 
however, technical indications became 
once again most suggestive. A rounded 
bottom of the short-term variety oc- 
curred, just at the time that the an- 
nual report for the year 1935 was 
published. Then followed the secon- 
dary mark-up in price for the specula- 
tive movement which originated in the 
accumulation period at “A.” Prices 
rose in perpendicular fashion to a high 
of 59, accompanied by a scramble of 
shorts to cover. At “D” the price 
movement became highly suggestive of 
distribution. Sufficient time had elapsed 
to enable a study of the company’s an- 
nual report which did not entirely con- 
firm all the hopes that had arisen. Mar- 
gin requirements, moreover, had just 
been increased again, and U. S. Indus- 
trial Alcohol stock undoubtedly was 
caught in many of the debit balance 
accounts which became restricted in the 
following general market decline. At 
any rate, when on April 14, the stock 
dropped definitely out of its formation 
at “D” on greatly increased volume, it 
was pretty clearly indicated that the 
speculative run in U. S. Industrial 
Alcohol had reached its end. Later on, 
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the price was fairly well supported at 
a level of approximately 45, during an 
interval when the general market was 
rising slowly, but at “E”, it gave way 
on rapidly increasing volumes as it 
became generally known that lower 
alcohol prices were cutting profits and 
that maintenance of dividend was be- 
ing seriously questioned. Prices coursed 
downward against the trend of the 
general market until, at “F”, an abrupt 
recovery occurred, probably induced by 
short covering as market sentiment 
toward the liquor and alcohol group 
took a turn for the better. In the 
following three weeks, fluctuations out- 
lined another triangular formation, sug- 
gesting that a new speculative flare-up 
in the stock was impending. Indeed, 
on Monday, August 24, it appeared 
that this was the case, but the publi- 
cation on Thursday, August 27, of 
news that the dividend had been om- 
mitted made “short shrift” of the 
budding movement, and prices dropped 
on high volume of trading and closed 
at the bottom; thus again demonstrat- 
ing the supersensitive market charac- 
teristics of the stock. 








Associated Dry Goods Corp. 
(Continued from page 660) 








the improved sentiment and moderate 
upturn in business which marked the 
end of the depression in 1933, and 
have since kept pace with the tempo 
of general recovery. Department store 
sales have been exceptionally brisk this 
year and store executives are confidently 
looking forward to one of the biggest 
Christmas seasons in many years. If 
these expectations are borne out, and 
there is no reason at the moment for 
questioning them, Associated Dry 
Goods Corp. promises to participate 
generously. 

Long established, Associated Dry 
Goods Corp. is one of the foremost 
department store systems in the United 








Earnings Per Share 








Year Year Price Range 
Ended Ended 936 Recent 
1/31/35 1/31/36 High Low Price 
Nil $0.05 20% 12% 20 
States. Included among the company’s 


stores are James H. McCreery & Co., 
in New York City, Hahne & Co., in 
Newark, and an 88% interest in Lord 
& Taylor, one of the largest specialty 
stores in New York City. In addition, 
two stores are operated in Buffalo, and 
one each in Minneapolis, Louisville and 
Baltimore. This broad diversity of 
location not only relieves the company 
from dependence upon conditions in a 


single territory but permits decentra- 
ized management and the pursuit of 
merchandising policies best adapted to 
the individual units. Policies placed 
into effect during the depression re. 
sulted in important economies, many 
of which are still retained. Encouraged 
by increasing sales volume, the company 
has embarked upon a program of im: 
proving and modernizing the facilities 
of its various stores. 


Near Future Outlook 


The company has no funded debt, 
although preferred stock capitalization 
is fairly large. There are 134,364 
shares of 6% first preferred stock and 
56,901 shares of 7% second preferred 
stock, followed by 586,940 shares of 
common stock. Dividends on_ both 
classes of preferred stock have not been 
paid for a number of years, but with 
the aid of better earnings recently sub: 
stantial progress has been made in 
liquidating arrears. Giving effect to 
$3 payment on the first preferred shares 
of September 1, back dividends will 
amount to only $4.50 a share and the 
company should shortly be in a position 
to consider the second preferred issue 
Back dividends on the latter amount to 
$29 a share, or $1,650,000. The dis. 
charge of this obligation appears to 
present no great difficulty, inasmuch 
as the company is in a very strong 
position financially and earnings are 
unquestionably rising. Current assets 
as of January 31, last amounted to 
$21,583,963, of which about $9,500,000 
was in cash and marketable securities, 
and current liabilities $3,166,064. 

In the circumstances, it would appear 
that not only is the restoration of the 
full dividend rate on both classes of 
preferred a reasonable expectation for 
the near future, but the resumption 
of dividends on the common may pos 
sibly occur next year. In the fiscal 
year ended January 31, 1936, earnings 
were sufficient to cover annual divi- 
dend requirements of the first and 
second prefererd stock, leaving a bal: 
ance equal to 5 cents a share for the 
common. In the preceding fiscal year, 
net income was equal to $2.31 a share 
on the second preferred issue. Like 
most department stores, Associated Dry 
Goods does not publish interim reports 
but earnings currently are estimated to 
be running at a rate from $1.50 to $2 
a share on the common. 

The shares at 20 are obviously dis- 
counting the immediate outlook, but in 
the event that a brisk fall trade is 
followed by a substantial holiday busi: 
ness speculative interest in department 
store stocks should result in higher 
levels for Associated Dry Goods com: 
mon. From a longer term standpoint, 
in any event, the shares would appeat 
to possess well founded possibilities. 
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This Important New Book Just Going to 


Press 


Free to New Subscribers At This Time Only 


The information in this timely handbook is based on infor- 
mation regularly appearing in our pages—and in an active 
market can be most useful—as the market action of these 
50 leaders provides a ready indicator to the trend of stocks 


generally. 


The Magazine of Wall Street’s 


New 1936 Handbook 
of the 
50 Most Active Stocks 


Six of the stocks analyzed are selling under $6 a share— 
five between $5 and $10—seventeen are between $10 and 
$20—thus providing a ready index to many attractive low- 
priced issues. 


Here are some of the points covered— 
1—The nature of business and prospects. 


2—Financial structure—the number of shares 
issued — the number outstanding — indi- 
cating vulnerability and marketability. 


3—The Ticker Symbol. 


4—Six Year Earning Record-——and Earnings 
Prospects. 


5—The Dividend Record Since 1929—-and 
Dividend Prospect. 


6—The Ratio of Times Earnings to the Price 
Per Share prevailing over the past six 
years. 


Information like this can give you a sure basis for action. 
To be certain to receive your copy, just as soon as it comes 
off the press, you must subscribe now. 


Because of the cost of compilation and publishing, we are 
justified in including “The New 1936 Handbook of the 50 
Most Active Stocks” only with subscriptions of six months 
or more. To any of our regular readers who desire a copy, 
we suggest that they extend their present subscription six 
months—using the coupon herewith. 









The 1936 Handbook 
: of the 
20 Most Active Stocks 
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Compiled by 
THe Magazine 
OF WALL Streer 
Analysts 











—A Few of the Most Active Stocks 
Covered 


American Radiator . Bendix . Budd Mfg. . Chrysler 
Commonwealth & Southern . Consolidated Oil . 
Curtiss-Wright . General Electric , International 
Tel. & Tel. . Montgomery Ward . North American 
Aviation . Northern Pacific . Packard Motor . Ra- 
dio . Sperry Corp. . Studebaker Corp. . Superior 
Oi. . U. S. Steel Kennecott Copper 








The Magazine of Wall Street 
90 Broad Street, New York 
Enter my subscription, as checked below, and send me “The 


lication. 
C) The Magazine of Wall Street, 6 months. .$3.75 
(J) The Magazine of Wall Street, 1 year..... 7.50 
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1936 Handbook of the 50 Most Active Stocks” immediately on pub- 


On Foreign Subscriptions, postage is $1 a year additional. 
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Today’s Investment Prob- 
lems and How to Meet 
Them 


(Continued from page 635) 








services and materials accumulated dur- 
ing the depression, creating a deficit 
large enough to insure active business 
for several years to come, at least. Also 
there is a vast supply of investment 
capital seeking profitable employment. 
In the face of extremely low interest 
rates considerable justification can be 
found for a stock selling at 25 times 
earnings, which would be equivalent 
to 4 per cent on the value of the equity. 
When interest rates are low, the stock- 
holder as well must be content with 
a return proportionately lower. Also, 
in the present circumstances the 
growth in population and the intro- 
duction of many new products are 
other factors which tend to invalidate 
any comparison of current stock 
price ratios with 1929. The Revenue 
Act of 1936, if it continues in ef- 
fect, is certain to result in stockholders 
receiving a larger portion of earnings 
than formerly. 

The foregoing, in a general way, is 
the reason behind the current level of 
stock prices. Much of it is, of course, 
predicated upon the presumption that 
nothing will interfere seriously with the 
prevailing tide of business recovery. 
There are many uncertain elements in 
the future business prospect and 
whether they will actually materialize 
no one can say. The investor, however, 
is again advised to accept the realities 
as they exist today, in the belief that 
sufficient warning of adverse develop- 
ments will appear in time to permit him 
to change his program. 

Those common stocks worthy of in- 
vestment consideration at this time fall 
into two major groups. One comprised 
of companies whose record has been one 
of comparative stability and sustained 
dividend payments, both in good times 
and bad, and the other made up of 
companies whose earnings have shown 
wide fluctuations in the past but 
which are identified with industries of 
dynamic possibilities and with much to 
gain from the continuance of business 
recovery. 

Companies in first group will be 
found to be identified, for the most part, 
with industries engaged in manufac- 
turing consumers’ goods, retail trade, 
etc. This group, in the natural course 
of events, will share the benefits of 
business recovery but the probabilities 
are that most of them will show earn- 
ings, which may not seem impressive 
by comparison with results which may 
be disclosed by companies in other lines 
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of endeavor. The so-called consumers’ 
goods industries offered the strongest 
resistance to the depression and the dis- 
tance which they must travel to recover 
a full measure of their former earning 
power is not so great. 

The other group of common stocks is 
comprised of the equities in those com- 
panies which appear to have the most 
to gain in a period of rising business. 
Most, although not all, of these com- 
panies are engaged in the manufacture 
of heavy and capital goods. The fact 
that many of them are identified with 
industries which suffered most severely 
during the depression does not invali- 
date their claim to “investment” con- 
sideration at this time. It is difficult to 
see any genuine business recovery in 
the United States which would not in- 
clude such depressed industries as build- 
ing, railway equipment, copper and 
heavy steel. Of this group, the chemi- 
cals are unquestionably the most popu- 
lar, for the investing public has come to 
regard the chemical industry as having 
practically limitless possibilities, through 
its extensive research activities, and con- 
tinuous introduction of new products 
and processes. 

The actual revision of an investor's 
portfolio and the extent to which lower 
grade bonds and preferred stocks should 
be utilized to replace called bonds or 
low-yielding issues, as well as the extent 
to which common stocks are included, 
are matters which can only be left to the 
discretion and judgment of the individ- 
ual. Too many diverse personal factors 
are involved to permit of more than the 
introduction of the general framework 
into a discussion of this nature. 

The appended list of securities has 
been divided into three classifications, 
for convenience rather than suggesting 
that the investor shall attempt to fit his 
requirements into one single group. In- 
asmuch as the issues comprising the 
three groups range from high grade 
bonds and preferred stock issues to 
speculative common stocks, a selection 
made from any or all of the groups can 
doubtless be made to conform with the 
individual’s particular requirements. 

The lists are representative rather than 
inclusive, although it may be noted that 
the common stock groups, with only one 
or two exceptions, are made up entirely 
of industrial issues, to the exclusion of 
rails and public utilities. The difficulties 
which have confronted both the public 
utilities and railroads are too well known 
to require enumeration here and while 
some, or perhaps all, of them may be 
materially alleviated by extended busi- 
ness recovery, the present and prospec- 
tive economic situation in the United 
States appears likely to require a greater 
degree of corporate elasticity, than is 
possible in the operation of a railroad 
or electric power plant. This has been 
a disadvantage to them in the past and 


may continue to be in the future. In 
the meanwhile, of course, many individ- 
ual companies among the railroads and 
public utilities will continue, as in the 
past, to give a good account of them- 
selves. But it is felt, on the whole, that 
their recommendation for the purposes 
with which this discussion has been con- 
cerned should be limited to the ex- 
ceptions noted. 








Monopoly 
(Continued from page 641) 





strong teeth that will bite and bite hard 
when an able Attorney General has a 
real case to present to the Federal 
Courts. Even more effective protection 
in the long run is supplied by product 
competition. High prices and profits 
are an infallible lure for competing 
products. Wise semi-monopolies, like 
International Nickel, keep this fact 
ever in mind in setting price policies 
that will maintain demand. 

It is almost funny to see the repeated 
accusations of monopoly _ brought 
against United States Steel, because it 
is by far the largest steel producer. A 
dozen or more smaller steel companies 
are at all times competing actively with 
it—and one need only observe the re- 
ported earnings of some of these com- 
panies and the prices at which their 
stocks are selling in the market to 
realize that “Big Steel” has a fight on 
its hands to stay in business and make 
even moderate profits under present 
conditions. 

Three tin container manufacturers 
in recent years have been able to show 
excellent profits. With what result? 
One of the biggest and most success’ 
ful of the glass companies has launched 
itself into the tin container field and 
a prominent manufacturer of container 
closures is now doing likewise. Mo- 
nopoly in industry, if profitable, tends 
inevitably to set up its own corrective. 
It is open to question whether in the 
long run this tendency does not pro- 
tect the consumer somewhat better than 
do the anti-trust laws. The latter are 
now being dusted off again, after hav 
ing been deliberately shelved in the 
late and not much lamented N R A 
experiment. We venture the predic: 
tion that there will be much shouting, 
a few court citations, much work by 
the Federal Trade Commission—but 
American business will go on as usual, 
serving its customers in the manner it 
thinks wisest and very few “mono 
polists” will wind up in jail for the 
simple reason that few such economic 
villains actually exist. 

Many of our industries may have 
been founded originally on some tem: 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





con 
cess 
suc 
tior 
serv 
cial 
enc 
fun 
cou! 
stan 
a de 


tal 


any 
inati 
wee! 
one 
road 
high 
ditic 
latin 
both 
resu! 
in ci 
resul 
as di 
orde 
in th 
decli 
stock 
a no 
Tl 
amin 
dow1 
and 
f ar 
pear 
ant § 
1935 
freig] 
total 
carlo 
prises 
const 
f by 
that 
ticula 
have 
tion, 
60 pe 
In th 
to be 
sectio 
great 
selves 
tlons, 
loadit 
gives 
eral L 
Th 
whicl 
metri 
baron 


SEPT 


re. In 
individ- 
ids and 
in the 
- them- 
le, that 
ur poses 
en con- 
he ex- 


) 


e hard 
has a 
Federal 
tection 
roduct 
profits 
ipeting 
s, like 
s fact 
olicies 


peated 
rought 
1use it 
er. A 
panies 
y with 
he re- 
> com: 
their 
cet to 
tht on 
make 
resent 


turers 
show 
-esult? 
Iccess’ 
nched 
1 and 
tainer 
Mo- 
tends 
ctive. 
n the 
pro- 
- than 
rr are 
- hav 
1 the 
RA 
redic- 
iting, 
‘k by 
—but 
isual, 
ver it 
10Nno” 
r the 
omic 


have 
tem: 


EET 





porary monopolistic advantage but this 
condition no longer exists. The suc- 
cessful business today depends for its 
success On its ability to meet competi- 
tion, on the quality of its goods and 
services, on the soundness of its finan- 
aal policy and on the skill and experi- 
ence of its management. That is a 
fundamental of all business in this 
country whether it be a_boot-black 
sand, a great manufacturing industry, 
a department store, or a transcontinen- 
tal railroad system. 





What the Business Indexes 
Can Tell You 


(Continued from page 657) 








any conclusions merely from an exam- 
ination of aggregate car loadings from 
week to week. Coal, for example, is 
one of the three largest items of rail- 
road freight but this commodity is a 
highly erratic one. Severe weather con- 
ditions would have a temporarily stimu- 
lating effect upon the movement of 
both anthracite and bituminous coal, 
resulting in an abnormally sharp bulge 
in carloadings. The same effect might 
result should labor difficulties threaten, 
as dealers and others built up stocks in 
order to avoid a possible interruption 
i their supplies. Subsequently, a sharp 
decline in car loadings may ensue until 
stocks on hand have been reduced to 
a normal quantity. 

The investor, therefore, should ex- 
amine carloadings as they are broken 
down into the various classes of freight 
ind endeavor to ascertain the causes 
of any unusual change which may ap- 
pear in these groups. The most import- 
ant group is miscellaneous freight. In 
1935 the movement of miscellaneous 
freight accounted for 37 per cent of 
total car loadings and, with less-than- 
carload lots of merchandise which com- 
prised 25 per cent of last year’s total, 
constitute one of the most trustworthy 
f business indexes. Despite the fact 
that these two classifications, and par- 
ticularly less-than-carload merchandise, 
have borne the brunt of truck competi- 
tion, they still account for more than 
60 per cent of the total railroad freight. 
In the circumstances there is no reason 
to believe that their potency as a cross- 
section of business activity has been 
greatly impaired. Certainly, by them- 
slves they present, under all condi- 
tions, a more accurate index than car- 
loadings as a whole. The latter index 
gives an over-pessimistic picture of gen- 
eral business. 

The several major business indexes 
which have been discussed are all thero- 
metric in their disclosures rather than 
barometric. There is, however, one of 


SEPTEMBER 12, 1936 


the major indexes--the value of con- 
struction contracts awarded — which 
would appear to possess definite baro- 
metric qualities. The data comprising 
this index is compiled by the F. W. 
Dodge Corp., and covers the value of 
construction contracts awarded in 37 
states east of the Rocky Mountains. It 
has three divisions, residential, non- 
residential and public and heavy con- 
struction. The recovery of building 
is significant because it employs such a 
large number of workers and uses such 
large quantities of materials of every 
description not only in actual construc- 
tion but in furnishings as well. 

Further than that, however, a rising 
trend in the value of construction 
awards may be safely construed as fore- 
shadowing an upturn in a host of other 
industries. The value of this particular 
index emanates from the fact that it 
discloses a potential volume of busi- 
ness at its actual source. It means that 
plans for new construction have been 
completed, the funds to go ahead are 
available and the contracts have been 
placed. Subsequently these contracts 
will be responsible for orders for lum- 
ber, brick, glass, paint, steel, lead, cop- 
per, plumbing and heating equipment, 
etc. So important is the building and 
construction industry in its many rami- 
fications, that while it would be pos- 
sible to have improving business with- 
out any noticeable recovery in building, 
it would not be possible to have a genu- 
ine business recovery worthy of the 
name minus a revival in new building. 
Sometime in the not distant future, the 
building industry promises to meet an 
important test, in which it will be de- 
termined whether or not private indus- 
try is willing and able to take up the 
slack as the Government gradually 
withdraws its support of heavy and 
public construction. This phase of the 
building index should be closely fol- 
lowed. 


Steel Operations Important 


The trend of steel operations is ac- 
corded important weight in most com- 
posite indexes because of the basic char- 
acter of this industry and this com- 
ponent itself is worth close watching. 
The movement of steel scrap prices has 
likewise been a useful guide in the 
past, though its barometric value is at 
times vitiated by abnormal factors, as 
was the case last winter when extreme 
cold weather, locking up stocks of scrap 
in open yards, raised quotations abnor- 
mally. For short-term business trends, 
spot prices of more sensitive commodi- 
ties are useful. 

There are many other indexes. We 
have discussed some of the most im- 
portant. Together, they should suffice 
for the purposes of the average inves- 
tor and business man. 











INTERNATIONAL SHOE CO. 
ST. LOUIS 


97th Consecutive Common Dividend 





The regular quarterly dividend of 50c 
per share has been declared upon the 
Common Stock of the International 
Shoe Co., payable October 1, 1936, to 
stockholders of record at the close of 
business, September 15, 1936. 


A. W. JoHNSON, Treasurer. 


September 4, 1936. 
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-» 
PICTURES 
The Board of Directors has de- 
clared a quarterly cash dividend of 
25c per share on the Common Stock 
of the Company, payable October 
lst, 1936, to stockholders of record = 
at the close of business on Septem- = 
ber 18th, 1936. Checks will be 
mailed to holders of Common Stock 
and to holders of Voting Trust Cer- 
tificates for Common Stock. 
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A. SCHNEIDER, 
New York, September 3rd, 


Treasurer. = 
1936. 


WNIT 


= Mitt HUA 


LOEW’S INCORPORATED 
“THEATRES EVERYWHERE" 
September 4, 1936. 


HE Board of Directors on September 2, 
1936 declared a quarterly dividend of 50c 
and 50c extra per share on the Common 
Stock of this Company, payable Septem- 
ber 30, 1936 to stockholders of record at the 
close of business on September 12, 1936. 
Checks will be mailed. 
DAVID BERNSTEIN. 
Vice-President & T-rasurer 




















KEEP POSTED 


The pieces of literature listed below have 
yeen prepared with the utmost care by busi- 
ness houses advertising in this issue They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 








‘ODD LOT TRADING”’ 
New York 


John Muir & Co., members j 

Stock Exchange, are distributing their 

booklet to investors. (225) 
‘“‘TRADING METHODS’’ 


This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 
MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 
MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 
UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 
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New York Curb Exchange 














ACTIVE ISSUES 


Quotations as of Recent Date 


1936 
Price Range 
aaa Recent 


Name and Dividend High Low Price 
Alum. Co. of Amer......... 152 87 12934 
Amer. Cyanamid B (.60).... 4034 29% 33% 
Amer. Gas & Elec. (1.40)... 473% 3334 4334 
Amer. Lt. & Tr. (1.20)...... 254% 173% 23% 
Atlas Corp ({.80).......... 164% 11% 18% 
Bower Roller weianeie ({1.60) 293%; 20% 28 
Butler Bros... ate ost 75 11% 
Cities Serviee. RR GaE Ga bacaem 7% 3 4 
Cities Service Pfd.. 66 414% 57 
Colum. G. & E. cv. Pid. (6). 11644 93 10714 
Commonwealth Edison (4).. 117 97 106 
Compo Shoe (.50).......... 16 11% 14% 
Consol. Gas Balt. (3.60)..... 9414 84 9034 
Crane Co.. ee 8744 24 37% 
Creole Peusteun (4.28). 3434 19% 22% 
Doehler Die Casting. . .. 855 23734 343% 
Driver Harris (1).......... 111 10544 111 
Elec. Bond & Share........ 27 1534 233% 
Elec. Bond & Share Pfd. (6). 8814 7434 8214 
Ex-Cell-O A. & T.......... 2354 144 18% 
Ferro Enamel (.80)......... 4044 28% 36% 
Ford Mot. of Can. “A” (7.50). 283g 19 2234 
ae 15 134% 414% 











Big Demand Ahead in Copper 
(Continued from page 639) 








million pounds plus 45 per cent, plus 
5 per cent, plus 5 per cent. This last 
addition is not yet announced but is 
generally anticipated. 

If we begin to step up the price on 
this larger volume a quarter of a cent 
at a time, we have with each such 
addition, an increase in gross income 
of $780,000. This does not take into 
account any added profit arising from 
fabrication by its subsidiaries, Chase 
Copper & Brass and the American 
Electrical Works. The profit shown is 
equivalent to 7.24 cents per share; a 
full cent advance would mean almost 
30 cents a share. 

Kennecott has no funded debt and 
no preferred stock, its capital consists 
of 10,773,485 shares of common, on 
which the market is around $45 or 
about 37 times earnings as of 1935. On 
the basis which we have projected, 
profits for 1936 might, very tenta- 
tively, be estimated at $1.70 net per 
share and the market would then be 
some 26 to 27 times earnings. 

It would appear that the market has 
quite sufficiently discounted present 
possibilities in Kennecott, even if one 
is fairly confident as to price trends 
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1936 
Price Range 

-—oo Recent 

Name and Dividend High Low Price 
Glen Alden Coal (1)........ 18% 134 16% 
Gulf Oil of Pa. (1)......... 98 72 87 %% 
Hall Lamp ({.20).......... 834 54 534 
Hudson Bay M.& S. (1).... 2834 2234 23% 
Humble Oil (1)............ 76% 57 64% 


Imperial Oil (*.50)......... 2444 20 2054 
Iron Fireman (1)........... 81% 2334 26 
Jones & Laughlin.......... 48'5 30 4814 


Lake Shore Mines (*2)..... 60 61 5554 


Mueller Brass (.80)........ 364% 23144 35% 
National Sugar Ref. (2)..... 3044 23 29% 
New Jersey Zinc (*2)....... 9234 69% 17% 
Newmont Mining (2)....... 9634 744% 86 
Niagara Hudson Pwr....... 1734 734 165% 
Pan-Amer. Airways (1)..... 6634 453; 59 
Pepperel Mfg. (6).......... 9534 55 90 
Perfect Circle (2).......... 41 314% 35 
Pitts: Pi. 'Giass (*8)........ 140 9814 133 
Sherwin-Williams (4)....... 145% 117 124 
South Penn Oil (*114)...... 4014 324% 40% 
United Shoe Mach. (5)..... 42 874% 37% 


* Includes extras. { Paid last year. 


t Paid this year. 











ir the metal and increase in its use, 
though the longer prospect is something 
else again. 

Anaconda stands out, of course, as 
owning the world’s largest known body 
cf copper ore, from which extraction 
can be made at a lower cost than can 
be reached by any other substantial 
producer. In our domestic production, 
it ranks No. 2 as to copper; No. 1 as 
to silver and a number of other min- 
erals. A vast organization, Anaconda; 
a huge power in the metal markets, 
by no means confined to copper, but 
in gold, silver, lead, zinc and a host 
of rare metals, recovered as by-prod- 
ucts. 

The properties at Butte cover some 
4,000 acres, a large part of which has 
never been prospected. Butte Hill is 
unique; the depths of its mineralization 
will probably never be known. There 
may come a time when the heat under- 
ground will no longer permit men to 
work even in short shifts, but the ore 
will still be there awaiting more com- 
plete air conditioning. 

Although for the purposes of this 
discussion we are partially confining 
ourselves to the domestic situation— 
output and price; we must pay some 
attention to Anaconda’s position in 
South America and Mexico. Chile 
quite offsets all the developments in 
Africa, given a demand for the metal 
that will permit enough output. Andes 
has greater capacity than it has yet 


shown. Greene-Cananea, embroiled in 
strikes has not done so much this year. 

When we say that Chile can make 
the lowest cost copper, we have to 
make a sort of a reservation in favor 
of Greene-Cananea. This mine has 
two or three levels from which the 
by-products would show a profit with- 
out the copper. In addition, there has 
been proven in Greene-Cananea terri- 
tory a large body of porphyry ore, 
which merely waits the time when the 
world markets may make its operation 
profitable. 

In 1935, Anaconda’s domestic out- 
put was 154,624,626 pounds of cop- 
per; Andes, 57,281,339; Chile 263,- 
988,822; Greene-Cananea, 42,049,086; 
total, 517,943,873. 

Domestic production, stepped up by 
the same figures used as to Kennecott 
sG projected, comes to a total of 247 
million pounds, on which we can figure 
the price advance for 1937. In this 
case a quarter of a cent adds (circa) 
$618,000, equal to 7.2 cents per share 
on 8,674,338 shares of common stock. 

On the present basis of production, 
Anaconda may be figured to earn 
around $1.92 per share; if, for 1937, 
we calculate a full cent advance in 
price, we would have approximately 
$2.21. With the market at $37.50 per 
share, this is still seventeen times earn- 
ings; quite high enough for any or 
dinary mining investment and possibly 
high enough, even for Anaconda, until 
the outlook shall have shown further 
improvement. 

The final member of the trio—Phelps 
Dodge Corp.—harks back in its his- 
tory to the famous Copper Queen and 
the late Dr. Douglas. around whose 
work and memory there still clings 
something of a halo. Phelps Dodge 
operations are all within our own boun- 
daries. 

In 1935, production was in round fig- 
ures 177 million pounds, present rate 
about 256 million pounds for the year. 
Earnings in 1935, $1.22; it is probably 
safe to figure 1936 earnings at $1.85. 

If present rate of output is stepped 
up by two lifts of 5 per cent each, we 
come to 258 million pounds and a quar- 
ter of a cent advance in price means 
$645,000, equal to 12.7 cents per share, 
on the 5,059,277 shares of stock out- 
standing. 

Phelps Dodge has no funded debt 
and a rise of a full cent per pound 
would mean more than 50 cents per 
share for the common stock: other 
things being equal, that is to say, labor 
costs not eating too heavily into the 
penny. The market is around 38, 
which is 16 times the projected earn 
ings figure. Considering mining in 
vestments as having to do with wasting 
assets, the price is high enough for the 
present. 

Without going through the mechan 
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ics of the operation of added produc- 
tion and added price we may say that 
similar projection would show approxi- 
mately 8 cents per share for Inspira- 
tion; 20 cents for Magma and 12 
cents for Miami. 

In the case of International Nickel, 
copper is something of a by-product 
itself, its output depending more upon 
the conditions as to nickel than as to 
the red metal alone, in addition, 
Nickel’s copper is not sheltered by our 
tariff wall but would have to climb 
over it to make any sales on this side 
of the border. 

While we have tried to show here 
the possibilities inherent in copper, the 
fact remains that improvement is more 
than likely to be slow; there are no 
freworks at home. Any demand justi- 
fying sharp advance in price would 
invite foreign production to scale our 
tariff barrier, whereupon there would 
be immediate agitation for a higher 
duty, and much market unsettlement. 
Abroad, our copper interests have to 
reckon with Nickel, Katanga, and the 
developing properties in Northern 
Rhodesia. All in all it rather appears 
that, at least for the present the mar- 
ket has been inclined to outrun the 
mines and the metal. The mines can 
catch up readily enough, the flow of 
metal waits upon expansion by the 
utilities and similar substantial prog- 
ressive movements of a somewhat per- 
manent character. 








Putting Recovery to the Test 
(Continued from page 632) 








extremes and result in another crash. 
What makes for a sounder situation 
in the replacement of governmental 
wedit with private credit is the 
greater likelihood of its being sus- 
eptible to control. If the Government 
will start to put its own financial house 
inorder, it will be ready to check any 
excesses in the field of private credit 
when the time comes. So long, how- 
wer, as the Government has to be con- 
tantly borrowing, it must do nothing 
to deplete the supply of surplus funds 
ind raise money rates. In such circum- 
tances its control over private credit is 
wademic. Hence, it is Washington 
that will provide the final test as to the 
oundness of our business recovery. Let 
Washington start now to apply the 
takes gradually and the recovery can be 
abeled “sound” and its artificial aspects 











ignored; but let Washington spend in 
te coming four years as it has spent in 
the past four and the recovery can be 
beled “artificial,” for necessarily it 
Nust result in a boom with a horrible 
aftermath. 


SEPTEMBER 12, 1936 






















Pullman, Inc. 
(Continued from page 649) 








sion’s earnings appear to have come 
from air-conditioning rather than from 
car-making. 

The present state of the rolling stock 
of the railroads of the United States 
necessitates much buying during the 
next few years, especially if trafic im- 
proves as expected. It is estimated that 
21 per cent of the freight cars in use are 
more than 25 years old, that 42 per cent 
are more than 20 years old and that 58 
per cent are more than 15 years old. 
Moreover, there is a shortage of certain 
types of cars and hardly more than 
enough of any type. The railroads for 
the past few years have neither needed 
nor could they afford to buy new equip- 
ment. Hence, there has been wearing 
out and (still worse) rusting out of 
rolling stock. Again, there are many 
uneconomical and obsolete cars in serv- 
ice that profitably could be replaced. 
Now that railroad credit has begun to 
improve, and that trafic has begun to 
gain, much money is bound to be spent. 

There is still another factor which 
favors the railroad equipment business. 
It the carriers are to continue to pick 
up lost passenger traffic they must make 
their accommodations more attractive 
and more comfortable. This means new 
types of passenger cars, more air con- 
ditioning and more remodeling. There 
is no company in the industry better 
equipped to make new and remodel old 
passenger cars than Pullman. 

Probably Pullman in the future will 
have to depend more on manufacturing 
and transportation for income. The 
company’s security investment has 
shrunk during the depression because of 
losses and the payment of unearned 
dividends; and under the present Fed- 
eral revenue laws, taxing undistributed 
profits heavily, the security portfolio is 
unlikely to be built up to its former 
proportions. On the other hand, divi- 
dend policy is likely to be more liberal; 
and Pullman has enough financial fat 
left to enable the payment of dividends 
to the extent of almost 100 per cent of 
earnings. 

This company’s stock, now selling at 
55, appears to be a “double-barreled” 
speculation in increasing railroad pas- 
senger traffic and in railroad equipment. 
Both fields are promising, and appear 
to have been cultivated to a time near 
the season of harvest. The stock, al- 
though offering a small yield in the 
$1.50 dividend, possesses definite invest- 
ment merit, is preceded by no prior 
securities and always has a good mar- 
ket. Those who buy it, and hold it over 
a period, should reap good profits. 








An Invitation To 


New Readers 


After reading this issue, we are 
sure you will want every issue of 
The Magazine of Wall Street— 
that you will want its timely in- 
terpretations of developments in 
the worlds of 
nomics, politics—and investment. 


business, eco- 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments—to interpret their course 
to the thousands of business ex- 
ecutives and investors who are its 
readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the trends of 
business and securities markets 
days, and sometimes weeks, be- 
fore the information is available 
through the usual channels. 


Act now to receive the coming is- 
sues promptly during the impor- 
tant months ahead. Every is- 
sue will contain timely informa- 
tion of real money-value to you. 
Take advantage of our special 
“get-acquainted” short-term rate. 
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Significant Foreign Events 
(Continued from page 647) 








Argentina is a likely place for invest- 
ment. It is the eighth largest country 
in the world and has shown vitality 
enough to treble its population since 
1900 . . . largely through south Euro- 
pean immigrants who, for some time, 
the United States tried also to attract, 
and then tried equally hard to bar. In 
Argentina these new peoples have a 
land nearly half of which is devoted to 
the range, about one-fifth to forest, 
and about one-tenth to cultivation. Be- 
cause most of its primary products de- 
pend on world markets for their sale, 
Argentina was the first large country 
to feel the crisis, and it is still suffering 
seriously from the dislocation of inter- 
national trade. Long run _ prospects, 
none the less, justify French gold pour- 
ing into the Argentine of late, authori- 
tatively estimated at 60,000,000 pesos. 

There has never been an effective 
Monroe Doctrine for the discourage- 
ment of European investments in 
America. Until the World War the 
United States was one of the largest 
fields for European financial imperial- 
ism, and only our large bills to Europe 
for supplies during the four years of 
fighting made it possible for us to buy 
our independence back and attempt to 
become a creditor power. Argentine is 
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not yet in a position to change her 
status. British investments in the Ar- 
gentine amount roughly to 450 million 
pounds sterling . . . or three times as 
much as the United States has invested 
in that country. That explains why 
the most important event in Argentine 
policy in recent years has been the 
elaboration and revision of the Roca- 
Runciman trade agreement which regu- 
larizes the short-term debt position be- 
tween the two countries and attempts 
to reach a compromise agreeable to 
Argentine and dominion shippers to 
Great Britain. England is Argentina’s 
best customer and most important sup- 
plier. Most of the interest on the debt 
owed by Argentine citizens to British 
investors is paid in the form of mutton, 
grain, wool and fruit. . .. When trade 
gets bad, debt payments slacken also. 
In the House of Commons it was ad- 
mitted last year that British invest- 
ments in the Argentine were paying 
only about 2 per cent, which was not 
transferred, but blocked. 

Why, with debts poorly serviced and 
with trade in the doldrums, can Argen- 
tina attract French gold? It is more 
than “any port in the storm.” Argen- 
tina has set her financial banking house 
in order, devaluated the currency, and 
balanced the budget . . . all three items 
still neglected in Paris. With 700 
million pesos profits from devaluation 
and revaluating gold reserves Argen- 
tina created a new and powerful na- 
tional bank, with flexible reserve re- 
quirements befitting a country subject 


to business fluctuations dependent on 
drought and other acts of God. Float- 
ing debts were cancelled. Taxation 
made possible a surplus in the 1935 
budget. New crops and new products 
have added elasticity to the export list. 
Thus in 1935, the United States, Ar- 
gentina’s second best customer, in- 
creased her imports by 131 per cent. 








Happening in Washington 
(Continued from page 637) 








latest suit for injunction, 19 power 
companies say T V A is pushing trans 
mission lines without economic justi- 
fication, establishing confiscatory rates, 
proselyting customers, ruining invest: 
ments without warrant or constitutional 
right. 

Meanwhile in Washington Federal 
officials charge private electric industry 
is too timid and slow in expanding to 
serve new customers, needs prodding 
from government yardsticks. 


Russian attitude of Administration 
will be indicated by selection of new 
envoy to the Soviet government re 
placing William Bullitt who takes Jesse 
Isadore Straus’ place at Paris. 


International rumors are thick in 
Washington, some are groundless, some 
may be “feelers” or even political cam 
paign tricks. Such are talk of dramatic 
peace conference of world’s principal 
rulers, another try at big economic con 
ference, monetary stabilization, arms 
and neutrality agreements, etc. Best 
thought is that U. S. will keep out of 
all things European for some time, even 
at sacrifice of some traditional national 
istic policies of protecting our citizens 
and their foreign property. 


Credit union program of Farm 
Credit Administration, which has bee 
expanding quietly for couple of years 
is attracting much current attention 
Employers are fostering these co-opera 
tive small-loan associations among thet 
employees to improve morale, reduc 
debt worries, prevent garnishment 0 
salaries. F C A has done little pro 
motional work, but the movement 1 
spreading fast. 


Crop insurance and ever-norma 
granary are being boosted by Secreta 
Wallace as modern adaptation 
“Joseph idea” which carried ancien 
Egypt through the famous seven yeaf 
of famine. But critics point out tha 
Old Testament relates how Pharaoh 
control of granaries enabled him 1 
nationalize agriculture and make tena 
farmers of all the Egyptians. 
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